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Productive Capacity and Its Significance 


By 


A. F. HINRICHS 


fee HE full utilization of our 
productive resources” has 
become a common-place 
| phrase. Various measures 
»of productive capacity have been 
published recently. The _best- 
known is the estimate by Nourse 
and his associates, published by the 
Brookings Institution, that in 1929 
we utilized our then-existing 
equipment only to the extent of 80 
| per cent ; a recent report by a group 
‘of New York engineers estimates 
that an average family income of 
$4,700 would have been possible in 
1929, had technical considerations 
alone limited production in that 
year. The phrase obviously has 
different definitions, else the find- 
,ings of competent estimators work- 
‘ing from the same data would not 
vary so greatly. 

What is the significance of a 
“measure of productive capacity? Its 
‘immediate importance is political, 
‘not economic. The actual capacity 
of a nation to produce is the result- 
ant of a series of technical and 
‘social forces, and may safely be 
‘assumed to be the actual production 
‘in any period. But while there is 
no reason to believe that business- 
‘like economic management, as it 
‘existed in 1929, could have given 
forth a larger stream of goods than 
it did, it does not follow that it was 


<A 
ee 


desirable to maintain that process: ” 


If it can be presumptively demon- 
strated that the real average income 
of Americans can be trebled—and 
the mass. of voters becomes con- 
vinced of the feasibility of such a 
program—we might expect to find 
a joyous discarding of innumerable 
social institutions which render the 
realization of the optimum unat- 
tainable. If, however, the optimum 
is itself no higher than it was in 
1929, we should expect to find a 
far greater popular reluctance to 
change the institutional structure. 
So long as the democratic process 
continues, widely publicized esti- 
mates of productive capacity will 
have a political importance limited 
not by their accuracy but only by 
the intensity with which they are 
believed in. 

What then should estimates of 
productive capacity attempt to 
show? In the first place it seems 
most reasonable to carry out esti- 
mates of capacity based upon tech- 
nological factors alone. Since any 
estimate of capacity greater than 
actual production presupposes a 
change of certain conventional 
methods of behavior, there is no 
good reason to build a_ fence 
around particular sacred cows. 
Drawing its postulates conserva- 
tively, the Brookings Institution 
assumed that the seasonal behavior 
of industries remains unchanged— 
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even when seasonal variation is 
the result of conventional or com- 
petitive situations; that the tex- 
tile industry, for example, con- 
tinues to operate in general with 
one shift in the North and two in 
the South, and that the proportion 
of women gainfully employed is 
constant. But why?—the more 
especially as the fantastic assump- 
tion is made that the labor supply 
is perfectly mobile, and as it is im- 
plicit that the exchange mechanism 
must be modified in unspecified 
ways to call forth a larger product. 
Faced as we are at every turn with 
the limitations imposed by social in- 
stitutions, it is desirable—at least 
in the first instance—to shake loose 
from every social restraint and to 
recognize only the limitations of 
technical knowledge and of physi- 
cal resources, including man-power. 

If such a renunciation of reality 
is made—even as the engineer sets 
for his ideal the recovery of the full 
thermal content of a pound of 
coal—the estimate of capacity pre- 
supposes the lapse of sufficient time 
to replace institutions and habit- 
patterns, that stand in the way of 
achieving the technical optimum, 
with others more suited to its real- 
ization. No useful purpose will 
be served in disregarding time as 
one of the dimensions of the 
problem. 

If time be accepted as an ele- 
ment, it will also be desirable to 
discard the static concept of ca- 
pacity that dominates both the 
studies referred to. Because sta- 
tistical data are only available in 
retrospect, it is not unreasonable 


to measure capacity as of some past 
date. But to assume that standing 
bricks and mortar, and machines in 
place in 1929 measured our “ca- 
pacity to produce’ in 1929—or 
were even directly related to that 
capacity—is to disregard all real 
elements of the problem. In the 
first place, as we have noted, pro- 
duction in 1929 equalled capacity, 


except as sufficient time elapsed to. 


build a new institutional structure. — 
In the second place, assuming the > 
passage of time, a demand for an — 


additional 10, 000, 000 tons of pig” 


iron would not have been satisfied © 
by keeping in blast marginal plants — 


requiring 7 man-hours per ton but > 


by building new furnaces requiring © 
1 to 1% man-hours per ton. The 
absolutely static concept in the 


| 


{i 


United States is of interest only to | 


the military strategist, who may 
wish to know at a given moment _ 
how large the margin of permissive — 
waste is in a society of mono- 
maniacs. We concede to him the 
practical value of an estimate of 


| 


materialized resources and their 
technological capacity. Such is the — 
estimate Walter Polakov made; 


the Brookings people were even 


more conservative, and hence served | 
not even the needs of the General — 


Staff. But if we end with this | 
picture, we forget that the state of — 
the technical arts is the significant — 
factor in production, and assign an 
importance to capital that even the 
business man does not recognize. 
Capacity is limited technologi- 


cally by population, by its acquired 
skills, by accumulated productive 


equipment, by natural resources, 


| 
; 
a 
| 


edge. 
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and by technically proved knowl- 
In 1929 we had the capacity 
to produce what was produced in 
1929; we may imagine war or 


-rapid inflation transforming the 


habits of the society to allow of 
the realization of the static poten- 
tial. But more important, in 1929 
we possessed technical knowledge 
which would have enabled us to 
build new plants by 1933 with a 
“technical capacity x, ; by 1935 with 
a capacity of x,; by 1940 with x,. 
Until technical capacity is pro- 
jected forward on the basis of 
knowledge existing in the base pe- 
riod, the capacity of that base has 
not been fully described. The pe- 
riod of projection should be suff- 
ciently long to allow a full trans- 
formation of the society to the most 
advanced technical base, though the 
length of such a period i is a function 
of the social institution of saving 
and capital accumulation. 

So far we have indicated merely 
»the content of the engineer’ s report 
on capacity. Such estimates should 
be accompanied by a social report 
appraising the cost in institutions 
and social habits. There is a strong 
‘presumption that individuals and 
classes will be seriously damaged as 
they are removed from positions 
advantageously situated for accu- 
gicly throwing monkey-wrenches 

into the machinery or sand into the 
Pear boxes. We need to know in 


detail, item by item, what social 
situations must be changed to allow 
technical capacity to be realized. 
What elements of style change 
would be permissible in clothing? 
When would they have to be pre- 
pared for? How far could com- 
petitive ownership be allowed to 
function in the automobile indus- 
try? Could free prices be allowed? 
What direction would be implied 
as regards capital investment? etc. 
It is not enough to formulate a 
slogan “to abolish private owner- 
ship in the instruments of produc- 
tion,” “to redistribute wealth,” “to 
end poverty in California.” So 
long as it is still permitted to think 
freely in this country, and so long 
as “the full utilization of produc- 
tive capacity” remains an academic 
problem, there should be prepared 
major item by item in the family 
budget careful case studies of pre- 
cisely those habits and institutions 
that stand in the way of full ca- 
pacity utilization. It may well be 
that there are blocks at similar 
points in many or all cases from 
which a generalized political and 
social program may be developed. 
A realization of the price of achiev- 
ing full utilization of our resources 
is at least as important to intelli- 
gent social action as a measure of 
the probable gross gain which may 
be made. 


America’s Capacity to Produce and Consume 


By 
MAURICE 


America’s capacity to 
produce is no more than 
an abstraction. It ac- 
quires reality only when it is re- 
lated to a definite set of conditions. 
Before we can intelligently deal 
with the question of productive ca- 
pacity it is necessary to know, 
among other things, what it is that 
we want to produce. Our produc- 
tive capacity in terms of steel or 
automobiles or radios is entirely 
different from that in terms of 
medical care or domestic service. 
It is easy enough to state how many 
radios or how many pairs of shoes 
we can produce but it is very diffi- 
cult to say how much we can pro- 
duce in general, unless we know 
beforehand the proportions of the 
~various goods and services that we 
desire. More concretely, should 
-we find a new way of laying ce- 
ment highways which is 100 times 
as effective as the method now em- 
ployed, it would increase our pro- 
ductive capacity very little if in- 
stead of highways we wanted more 
and better homes. 

Production is not carried on in 
a vacuum. It is subject to all kinds 
of frictions and limitations. ‘The 
limitations are not only physical 
and technological but economic, 
social, and political as well. In 
computing productive capacity, 
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which of the various limiting fac- 
tors should we exclude from our 
set-up? If we accept them all as 
part of the situation, we are faced 
with the rather unsatisfactory an- — 
swer that our capacity to produce 
is exactly what we produce. Our 
capacity in 1929 was what we then 
produced and our present capacity 
is what we now produce, for obvi- 
ously if we could produce more we | 
would. In short, depression and — 
all the attendant psychoses, adjust-_ 
ments, and maladjustments are as 
real in limiting capacity as lack of | 
physical facilities. 
Evidently such a concept of ca- _ 
pacity, logical as it is, does not get 
us anywhere. What we are really 
interested in is our capacity to pro-_ 
duce with certain limitations re- 
moved. Theoretically, therefore, _ 
innumerable answers are possible, — 
according to the factors which we 
include or exclude. In each case, — 
definite assumptions would have to i 
be made regarding the proportions | 
of the different commodities and 
services to be desired, the propor-— 
tion of the people in the different 
age and sex groups to be engaged 
in production, and the hours of 
work. : 
Still another way of asking the 
question would be: What is Amer- 
ica’s capacity to produce under ex- 
isting conditions of capitalism om 
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the basis of full utilization of effec- 
tive plant and full employment of 
available labor? This question 
does not contemplate any reorgan- 
ization of industry other than that 
which would be effected by a more 
complete utilization of facilities. 
Neither does it anticipate a change 
in the habits and customs of the 
people or in the conditions of work 
with respect to hours, shifts, and 
seasonal operation. 
» It is essentially with the last 
‘question that the Brookings Insti- 
tution was concerned in its initial 
‘study of America’s Capacity to 
Produce. The choice of this ap- 
proach does not preclude investiga- 
tions from any other angle. The 
Brookings Institution study was 
not of potential capacity under 
ideal conditions but of practical 
capacity under conditions as they 
existed during the first three dec- 
-ades of the century. The aim was 
to measure the capacity of the exist- 
ing capitalistic economy by its own 
standards. 

What the Brookings Institution 
found even from this restricted 
viewpoint was not wholly gratify- 
ing. In 1929, which by most meas- 
ures was perhaps the most produc- 
tive year the country has known, 

we utilized only about 80 per cent 
af the practical capacity within the 
terms of the Brookings definition. 
“That is, if in that year we had 
manned the available idle plant to 
the extent of absorbing all unem- 
ployed and under-employed labor, 
without disturbing the customary 
hours of work and shifts prevailing 
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have made available 25 per cent 
more goods and services than we 
actually produced. This calcula- 
tion assumes that the volume of 
the different goods and services to 
be produced would have been gov- 
erned by the existing distribution 
of plant capacity, irrespective of 
the social need for additional pro- 
duction in particular fields of in- 
dustry. For example, we could 
have produced about 18 per cent 
more automobiles and 120 per cent 
more locomotives. Yet it is prob- 
able that the need for either was 
not so great as that for other goods 
which from the social viewpoint 
were under-supplied. It is possible 
that for a different proportioning 
of goods and services the produc- 
tive capacity in 1929 was not so 
great as this estimate would indi- 
cate or that it was much greater. 
However, the fact remains that 
roughly 20 per cent of our produc- 
tive energies and facilities went to 
waste, not to mention, of course, 
the product that was wasted after 
it was produced. 

Even when we lean backwards 
in being conservative and reduce 
the estimate of unused capacity in 
1929 from 20 to 15 per cent we 
find that about 19 per cent more 
product could have been placed at 
the disposal of the people of the 
United States. The full meaning 
of this fact is not disclosed by a 
mere percentage but it assumes con- 
siderable stature when translated 
into more familiar units. It is es- 
timated that the national income 
from productive activities in 1929 
was approximately 80 billion dol- 
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lars. Nineteen per cent of that 
amounts to 15 billions. That is, 
the national product could have 
been increased by at least 15 billion 
dollars, or by enough to double the 
incomes of approximately 14% 
million families at the bottom of 
the scale. This amount would have 
sufficed to add $545 to the income 
of every family of two or more 
persons. 

In 1929, 50 per cent of all the 
families with two or more persons 
had less than $1,700 of income. 
Shall we say that these families 
would not have been able to con- 
sume more than they did? More 
than 20 per cent of the families 
had less than $1,000 and a not in- 
considerable number, more than 
two million families, had less than 
$500. Nobody will assert that the 
goods and services which could 
have been purchased in 1929 with 
an income of $5,000 were beyond 
the capacity of the average Amer- 
ican family to consume. About 
92 per cent of all the families of 
two or more persons had less than 
this amount to spend in that year. 

Perhaps one way of approximat- 
ing America’s capacity to consume 
is to see what some families have 
succeeded in consuming when they 
were not hampered by financial 
considerations. ‘To be conservative 
we shall not take the richest fami- 
lies but those with moderately high 
incomes. We estimate that the 
195,000 families with incomes be- 
tween 20 and 100 thousand dol- 
lars spent on the average $22,000 
for consumption goods in 1929. If 
all the families in the United States 


consumed at the same rate as these: 
195,000 families, their total con-- 
sumption would have amounted to: 
more than 600 billion dollars, or’ 
about eight times the actual pro-- 
duction in 1929. Even if every 
family were to spend at the rate of 
only $5,000, or about $1,250 per 
person, the required production of 
consumption goods and services in 
1929 would have come to more 
than 150 billions, or twice the ac- 
tual production. 

It is hardly necessary to cite ad- 
ditional figures to make it clear. 
that the American people had by 
no means reached the limit of their 
capacity to consume. As long as 
millions of families and individ- 
uals live in a state of poverty it 
is not relevant to talk about over- 
production. 

In general, it is safe to say that 
production capacity can never out- 
run consumption capacity, provided | 
all producers are allowed to give 
free play to their consumptive de- 
sires. Irrespective of increasing 
productivity through advances ine 
technology, there will always be a 
demand for goods and services” 
which are not the result of mass 
production. The more prosperous | 
we are the greater our demand for 
these products. If the incomes of | 
all were raised so as to afford the 
maximum consumption, the de- 
mand for personal services would | 
be so great and the supply so lim- 
ited that this alone would be a 
powerful check upon productive 
capacity. 

This inverse relationship be-. 
tween the supply and demand for 
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personal services which would ac- 
‘company a growing and evenly dif- 
fused prosperity more or less casts 
a shadow of doubt upon the opti- 
‘mistic calculations of those who as- 
‘sert that under a different indus- 
‘trial arrangement we would be 
able to give each individual an in- 
come equivalent to $20,000 in 
1929, with greatly reduced hours 
-of work. Just think what propor- 
tion of your $20,000 you would 
have to pay to your barber if he 
too were to get $20,000 per annum 
for four hours of work during 165 
days in a year for 20 years of pro- 
ductive life. 
In summary it may be well to 
take up briefly some of the specific 
‘questions which are raised with re- 
gard to productive capacity. The 
first question is: “Is America’s pro- 
‘ductive capacity excessive ; econom- 
ically, technologically ?” 
The answer is obviously “No,” 
although we must admit that our 
economic system has not demon- 
trated very great aptitude in uti- 
izing this capacity. In other words 
‘measured by performance we have 
great deal of slack and waste. If 
the adequacy of our productive ca- 
‘pacity is to be gauged by our de- 
‘sires and aspirations for the highest 
‘standard of living, we must con- 
clude that our productive capacity 
falls short of our needs. 
_ The second question is: ‘“Why 
can some industries produce several 
imes their previously attained 
maxima?” 
+ I assume that this question does 
not anticipate expansion of plant, 


aa 


quipment, and labor force, and ~ 


that the postulated increased pro- 
duction is per unit of cost. Unless 
I miss the point of the question, I 
would say that this is true only in 
rare cases. It happens chiefly when 
an industry is new and there is 
still a great deal of room for tech- 
nological and economic adjustment. 
After an industry has found its 
pace with respect to standardiza- 
tion and demand for its products, 
the growth in productivity is gen- 
erally rather slow, barring of 
course revolutionary developments. 

As far as sheer capacity is con- 
cerned, without regard to cost, any 
industry can expand production on 
short notice, first by using its exist- 
ing plant to full capacity and sec- 
ond by building new plant. In 
other words, any one industry, 
when pressed by demand, can take 
up its own slack as well as draw 
upon the slack existing in other 
industries. 

The third question is: “What 
are the evidences of production 
disequilibria ?” 

In its study of productive ca- 
pacity in 1929 the Brookings Insti- 
tution found that the degree of 
utilization of plant capacity dif- 
fered widely from industry to in- 
dustry. For instance in the pro- 
duction of steel approximately 100 
per cent of the capacity was used ; 
in textile machinery only 58 per 
cent; in clothing and automobile 
tires only 76 per cent; in flour mill- 
ing about 53 ‘per cent; and in the 
manufacture of locomotives only 
45 per cent. These figures, which 
refer to plant capacity only, are, 
of course, not so significant as the 
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economic disequilibria which can 
not be measured statistically. The 
existence of unused plant capacity, 
if it is accumulated gradually, may 
be an indication of wasteful ex- 
pansion or it may be the result of 
rapid technological development 
which is usually accompanied by a 
high rate of obsolescence. In either 
case, the unused plant merely rep- 
resents a failure to make effective 
use of the products of our labor. 
The sudden disequilibria between 
productive capacity, i.e., the readi- 
ness to supply, and dana for 
goods are more serious, since they 
involve sudden displecoeae of 
labor force resulting in unemploy- 
ment. It is when plants are built 
and labor is attracted to man these 
plants on the basis of a demand that 
cannot be sustained that disequili- 
brium is really serious. 

It is my feeling that we tend to 
over-emphasize the seriousness of 
unused plant capacity as an active 
factor of economic disequilibrium. 
The existence of a technologically 
efficient plant in a location where it 
cannot be used economically repre- 
sents merely a regrettable waste. 


It is, however, non-existent in so 
far as the productive capacity of 
the nation is concerned. As a mat- 
ter of fact physical plant, in this 
country at least, is not a fair meas- 


ure of productive capacity. "The _ 
existence of engineering skill, ma-_ 


terial resources, and labor force is 
more important. With these in 
abundance physical plant can 


easily be expanded. The economic 
and other factors which prevent us — 
from using our energies are more 


important in setting limits upon 
capacity. In the five years of de- 
pression the nation has lost through 
unemployment at least 75. billion 
dollars. 


than sufficient to replace all exist- 


ing productive plant and equip-— 
including manufacturing, - 


ment, 

transportation, and agriculture. 
The fourth question relates to 

capacity to consume and standards ~ 


of living. We have already indi- 


cated that from a physical stand-— 
point our capacity to consume is 
many times as great as our demon- 
strable capacity to produce even 
under conditions more favorable 


than those which existed in 1929. 


This sum would be more 


AL 
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Survey of Potential Capacity 


= aq HE National Survey of 

rf Potential Product Ca- 
™ pacity, financed by Fed- 
eral relief funds, has 
been summarized in a report to 


Langdon Post, of New York, its 
_ Sponsor. 
© ducted by various persons of Tech- 
- nocratic leanings under the direc- 


The survey was con- 


tion of Harold Loeb and with the 
active aid of Walter N. Polakov. 


It elaborates in some detail the 
fact that our actual output was, 


even at its highest, considerably be- 


low the requirements of a desir- 
able standard of living, and esti- 
_ mates that we could have produced 
much more than we did, 
people had had the requisite pur- 
chasing power to buy the product. 


if the 


In the matter of food, the study 
concludes that we could produce 


¢” “enough to meet the requirements 
; of the liberal diet prescribed by 
 Stiebling and Ward, although the 
De cessary readjustments and ex- 
pansion of productive 
would take a few years to accom- 


capacity 


By G.S. 


plish. In 1929 important short- 
ages or excesses, judged by this 
standard, were: 


Milk—Shortage, 
pounds, 

Bread and flour products—Excess, 
13,500,000,000 pounds. 

Sugar—Excess, 3,000,000,000 Ibs. 


We consumed only one-half of 
the desirable quantity of fruit, 
poultry, lean meats and the like. 

In clothing, comparisons _be- 
tween actual consumption in 1929 
and estimated potential output 
run: (See table below.) 

In building, -taking account 
both of the construction industry 
and of the plants for manufactur- 
ing building materials, we could 
build annually 1,550,000 new 
homes of decent quality. 

The report also estimates a great 
possibility of increase in medical 
services and education. 

In 1929, the conclusion is that 
available plant, labor, knowledge 
and resources would have enabled 


33,000,000,000 


Needed for Adequate Possible 

Consumed Standard of Living Output 
Mifen’s suits ---_------ 29,000,000 67,000,000 79,000,000 
@advercoats ~...-.----- 9,000,000 28,000,000 21,000,000 
1 173,000,000 363,000,000 396,000,000 
E Women’s coats_------- 23,000,000 sae a ees 60,000,000 
Medresses 2-2. -.-.-_- 206,000,000 275,000,000 532,000,000 
Bioes: ( prs.) ss2-~s- ~~ 360, 000, re regan 550,000,000 


10 PLAN AGE 


the production of a national in- 
come in excess of $135,000,000,- 
000, instead of $96,000,000,000. 

The general assumptions and 
method underlying the survey are 


described by Mr. Polakov as 
follows: 
“This survey-presents many 


unique features heretofore disre- 
garded in studies of this nature. 
It determined the rate at which 
our natural resources could be 
made available for further process- 
ing and application, and this meant 
the arable land and forest as well 
as mineral resources, fuel and en- 
ergy sources. ‘Then it proceeded 
to analyze, step by step, the con- 
secutive stages of processing raw 
materials. Starting, for instance, 
with the potential output of iron 
ore, it inquired into the capacity of 
blast furnaces, from castings and 
ingots to rolled shapes and sheet 
steel, allocating them to automo- 


biles and roofing, railways and 
kitchen utensils, shoe nails and 
mosquito screens. It watched at 
every step for the bottle necks in 
productive equipment as well as 
for interchangeability of machinery 
and products and possible substi- 
tutes. Likewise, supplies entering 
manufacturing processes and ca- 
pacity of their production have 
been estimated, allocated and po- 
tential need determined. At last 


the stage of finished consumer — 
goods was reached and at this point ~ 


the question arose: what is the prac- 
tical limit of production of con- 
sumer goods, provided there is no 
restriction in purchasing power?” 

It is clear that the Survey did 
not take into consideration the limi- 
tations imposed by a capitalist 
economy. Its aim was to assess 


capacity to produce from a tech- | 
nical or engineering standpoint — 


only. 


t 
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Capacity and Plenty 


By 


DAVID CUSHMAN COYLE 


Ja SAN evaluating the various 
ved estimates of productive 
Zi capacity there are a num- 
ber of general considera- 
tions that need to be kept in mind. 
* One is that technological possibil- 
ities are usually far higher than 
actual existing plant productivity, 
and that nevertheless there are 
physical as well as financial obsta- 
cles to immediate and complete 
_ modernization. Even in a com- 
-munist system with all productive 
plant under a single owner, the 
process of forced obsolescence 
- would need to be kept somewhere 
_ within limits that could be justified 
by the added efficiency to be ob- 
‘tained. In a capitalist system, the 
possibilities of modernization are 
. limited by the dislocating effect of 
forced capital losses. For these 
reasons, potential productivity is 
bound to be somewhere between 
the actual capacity of existing plant 
and the theoretical capacity of a 
plant of the most efficient type 

_ known to present technology. 
_ A second consideration is that if 
_ the problem of income distribution 
were to be solved and a market 
were to become available for all the 
possible physical production even 
of the system as it now stands, the 
whole productivity would probably 
not be immediately utilized because 
of the distribution of labor. In a 


seller’s market, no doubt selling 
and advertising services would be 
considerably reduced, freeing some 
labor, in addition to the present 
unemployed, to help operate the 
existing plant at high speed. How- 
ever, the useful services, such as 
teaching, recreation, and health 
would have an increasing market 
with an increase in the lower in- 
comes. The poorest people, on 
getting a larger money income, 
would no doubt begin by buying 
national goods in some quantity, 
but they would soon be inclined to 
start also on services. ‘Those of 
somewhat better economic condi- 
tion would probably continue their 
long-time trend toward a relatively 
larger expenditure for services 
rather than goods. Thus the labor 
for a full operation of our present 
plant on multiple shifts might not 
be available owing to better oppor- 
tunities in other fields. 

On the other hand, if a sellers’ 
market can be created and pre- 
served, together with a relative 
scarcity of labor similar to that of 
war time, the business system might 
be able to stand a higher rate of 
modernization and bankruptcy. In 
that case the manufacturing indus- 
tries might be brought rather soon 
to a high state of productivity with 
a small labor force. A perfect ad- 
justment would involve raising 
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productivity to the limits of tech- 
nology and natural resources, with 
a minimum labor demand, and with 
the largest possible percentage of 
the people employed in useful ser- 
vices. After a solution of the prob- 
lems of security and income distri- 
bution, provided the credit control 
problem can also be solved, the 
system might be expected to de- 
velop in the directon of the ideal 
adjustment, at a speed depending 
on the adequacy of the solutions of 
these three problems. 

The fact should be emphasized 
that “plenty”, in the technical 
sense, is not any specific productiv- 
ity, but is a state of the system in 
which the spontaneous formation 
of capital exceeds the opportunities 
for advantageous use of capital. In 


the same way, overequipment is not 
a condition measured by the ratio 
between capacity and production, 


~ but a process measured by the rate 


of modernization and its relation 
to the quantity of forced obsoles- 
cence that the industrial system can 
endure without paralysis. By a 
more successful distribution of in- 
come, the standards of plenty and - 
of modernization might be so 
raised as to create a new level of 
relative scarcity and underequip- © 
ment with high production and a — 
high standard of living. Such a 
condition, in which the industries — 
would have difficulty in supplying © 
the demands of the market, would — 
be a successful adjustment of the © 
situation. 


F By 
FRITZ ERMARTH 


> CONOMIC planning in Ger- 
many, as elsewhere, is 
still far from a clear defi- 
Be “'nition. Unclear also is 
the political attitude of the ruling 
National Socialist Party towards 
the problems covered by the term. 
Hitler, Schacht and others have 
publicly guaranteed the freedom of 
jnitiative to business. On the 
other hand, the party program con- 
tains the “socialistic” proposals 
prescribing the duty of all citizens 
to work, advocating the abolition 
of unearned incomes, the national- 
‘ization of big business and depart- 
ment stores, the confiscation of 
land for community purposes and 
the abolition of “interest slavery.” 
The “left wing” of the party wants 
a strict control of production and 
distribution by the government, as 
‘a step towards the complete nation- 
alization of industrial production, 
banking and insurance. 
_ The planning in national so- 
cialist Germany today is of a dual 
character: it is in part reconstruc- 
tive—intended to carry through 
‘some of the Nazi ideas: independ- 
ence of the Reich of foreign food- 
‘markets; reagrarianization of the 


country ; redistribution of the 
‘population between West and 


East; protective measures for the. 


Nazi Planning In Germany 


middle class, and so forth. This 
“planning” must be distinguished 
from the emergency measures 
necessitated by the lack of raw ma- 
terials. The German experience 
proves, however, that it is hard, 
perhaps impossible, to select one 
economic sector of the national 
economy and subordinate it to cen- 
tral regulation without involving 
the other “free” sectors in the 
process. 

The establishment of a planned 
economy involves a number of ad- 
ministrative problems, which bear 
upon the relation of the central 
planning authority to regional 
bodies, to economic groups, and to 
the individual members of society. 
The solution of these by the Na- 
tional Socialists is characterized by 
two facts: 

First, it is a fascist solution, 
i. e. a solution within an auto- 
cratic governmental system. Pow- 
ers to formulate policy and to en- 
force it are concentrated in the 
central authority. The Hitler 
cabinet, having unrestricted legis- 
lative powers, does not permit con- 
stitutional problems to arise. ‘The 
principle of “leadership,” i. e. the 
unquestioned command of the 
“leader” over his “following”, 
dominates the structure of the Na- 
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tional Socialist Economic State. 
The protection of individual inter- 
ests against the administration 
through the ordinary or adminis- 
trative courts—the outstanding 
feature of the legal state—has been 
abolished together with funda- 
mental rights in all important eco- 
nomic and political matters. 

Second, Nazi planning origi- 
nated as partial planning on differ- 
ent fronts. Although the different 
schemes of partial planning ex- 
panded more and more, until nearly 
every business activity came under 
some form of governmental regu- 
lation, there is no uniform plan and 
there is a lack of uniformity in 
administrative organization. 

These facts explain why a cen- 
tral planning board with proper 
representation of the different sec- 
tions of economic life does not exist 
in Germany. The power to de- 
termine the economic policy of the 
Reich rests exclusively with the 
cabinet. Large powers have been 
delegated to the heads of the de- 
partments and to the President of 
the Reichsbank, and have been 
further delegated to the Reichs- 
peasant leader, commissioners of 
food and raw material, the trus- 


In a discussion of the principal 
measures applied by the Hitler gov- 
ernment to regulate the commod- 
ity, labor and capital markets, first 
place must be assigned to the con- 
trol of agriculture, centering in the 
law on the structure of the Reichs- 
naehrstand passed September 13, 


tees of labor, the commissioner for 
price control, and many other 
newly created government agen- 
cies. Their orders being subject 
neither to parliamentary or public 
criticism nor to judicial control, 
the National Socialists avoid all 
political difficulties well known in 
democratic states. 

An advisory body to the govern- 
ment in all economic matters of 
importance, known as the General” 
Council of Economics, was estab-_ 
lished by order of the Chancellor 
on July 15, 1933. Of its seven- 
teen members sixteen are leading 
industrialists, bankers and govern-— 
ment officials. This fact was com-_ 
mented on in the German press as" 
follows: “The viewpoints of re- | 
gional and professional representa- 
tion are abolished in favor of the | 
principle of selection of leading 
personalities.” Although the gov- | 
ernment submitted important eco- _ 
nomic laws to it in the fall of 1933, 
the Council has not become, as was | 
generally expected, the successor of _ 
the Federal Economic Council © i 
( Reichswirtschaftsrat) , which, 
after being “co-ordinated” in the 
spring of 1933, was abolished in 
March, 1934. | 


1933. The law empowers the Min- 
ister of Agriculture to create a 
uniform organization for all agri- 
cultural producers and tradeand in- 
dustrial enterprises dealing mainly 
with agricultural products. The 
Federal Food Guild (Reichsnaehr- — 
stand) under the leadership of the 
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Reichspeasant leader, who, ap- 
pointed directly by the Chancellor, 
“is under the jurisdiction of the 
Minister of Agriculture, is a com- 
pulsory public body, a so-called 
self-governing body, subdivided 
into district and local “peasant- 
ships” under district peasant lead- 
ers appointed by the Reichspeasant 
leader. 

The Reichsminister of Agricul- 
ture can empower the Federal 
“Food Guild or its subdivisions to 

regulate the production and dis- 
tribution, the prices and price dif- 
erentials of agricultural products. 
He can organize members of the 
Guild and other enterprises, pro- 
ducing or trading in agricultural 
goods, into special associations for 
the same purposes. The minister 
may use these powers “whenever it 
seems advisable to him in the in- 
terest of the national economy and 
the common benefit.” 

The Minister of Agriculture has 
made wide use of these powers. 
For example, the producers and 
“dealers in dairy products have been 
organized into 17 milk-supply as- 
sociations which are centralized in 
the Central Association for Dairy 
Products. The directors of the 
associations, appointed by their su- 

periors, fix the duties of the milk 
producers, to produce certain 
amounts of milk, to sell them to a 
certain dealer at a certain price on 
a certain date. The Federal bu- 
‘reau for products of milk, oil and 


have the task to provide for a rea- 
sonable distribution, mainly to bal- 


- fat, and seventeen local divisions, 


ance the surplus of agricultural re:.- 


gions with the demands of the in- 
dustrial cities and to provide for 
means of transportation. A Fed- 
eral commissioner supervises the 
whole market in the above men- 
tioned goods, regulates imports and 
exports and fixes the rates of agri- 
cultural goods, which are used in 
certain industrial products, e.g., 
the percentage of milk in chocolate 
or of fat in artificial butter. No 
peasant is allowed to sell any 
of these goods directly to the 
consumer. 

A similar scheme has_ been 
adopted for the grain market. By 
the law on the organization of 
grain production of June 27, 1934, 
the Minister of Agriculture is em- 
powered to fix the right and duty 
of the grain producers to deliver 
grain, to fix the corresponding 
rights and duties of the mills, deal- 
ers and bakeries which are organ- 
ized in special groups. The Na- 
tional Association of the German 
Grain Trade, which is composed of 
nineteen district administrations, is 
under the supervision of the Minis- 
ter, who has to approve all its deci- 
sions and orders on prices, etc. The 
directors of the Grain Associations 
have the power to fix the amount, 
place and price for the delivery of 
grain, to close existing enterprises 
or to forbid their enlargement, to 
fix fees and to impose penalties up 
to 1,000 marks. Against the orders 
of the directors only an appeal to 
the president of the central organ- 
ization is allowed.. His deci- 
sion is final. A special arbitra- 
tion committee hears appeals against 
penalties. 
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Similar administrations for the 
production and distribution of eggs, 
cattle, feed, and other products 
have been established. Common to 
all branches of agricultural regu- 
lation is the dictatorial power 
granted to the Minister of Agri- 
culture and to the Reichspeasant 
leader. In 1934 nearly in every 
field of agriculture fixed prices 
were established, whereas in 1933 
minimum prices still prevailed. 
Whereas in 1933 the producer gen- 
erally had the right to deliver at 
minimum prices, today the pro- 
ducer has the duty to deliver cer- 
tain amounts of certain products 
at a fixed price. 

From the point of view of long- 
term planning in agriculture, the 
Act on the Hereditary Estates of 
September 29, 1933, is of special 
significance. This law can be 
thoroughly understood only in 
connection with other laws, giving 
special protection to agricultural 
land against the claims of creditors, 
creating credit facilities for peas- 
ants by public banks, organizing 
the agricultural workers, and for- 
bidding peasants to move to certain 
big cities. 

The government wants “to 
maintain the peasantry as_ the 
source of the blood of the German 


Ill 


The government faced an en- 
tirely different situation in indus- 
try. Although the government an- 
nounced its intention to stimulate 
private initiative as much as possi- 
ble, it soon found that the main 


PLAN AGE 


people.” ‘“A large number of small 
and medium-sized estates, distrib- 
uted equally over the country is 
the best guaranty for the well- 
being of the nation and the state,” 
reads the preamble to the Act. 
Also the farms should be protected 


against the danger of being split bee | 


into too small units. 

The basic ideas of the law, which 
partly revives old Germanic legal 
ideas and prepares the ground for™ 
large-scale agricultural and popu-- 
lation planning, are these: A plot 
of land, of a certain medium size, — 


at least dares enough to nourish one — 
family and regularly not over 125 | 
hectares, is an “hereditary estate” 


(Erbhof), if it is the property of a 


person capable of being a “peas-_ 
To establish legal status as 


ant”’. 
a peasant, which is a privileged 
form of German citizenship, pure 
Germanic or equivalent blood andill ; 
honorable character are required. 
After an estate is registered as an 
Erbhof, it is under important spe- 
cial restrictions: (1) it cannot be 
sold; (2) it can not be mortgaged ; 
(3) it can not be foreclosed; (4) — 
it is passed on undivided to the 
eldest son in accordance with the 
law. Special “hereditary courts” 
have been established to administer 
the law. 


task was to control business in the 
interest of the “common welfare.” 

The main instruments for this 
purpose are: the Act on the changes 
of the Cartel law, and the Act on 
the establishment of compulsory 
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Cartels, both of July 15, 1933. 
| The former Act enlarges the pow- 
er of the Minister of Economics 
against existing cartels. He can 
declare cartel agreements or single 
decisions of a cartel null and void, 
if he considers them harmful to the 
national interest. The latter Act 
gives the Minister the power to 
organize separate industries into 
compulsory cartels, to fix the rights 
_and duties of their members, to 
“enforce the adherence of “out- 
siders” to cartels and market agree- 
ments, and to order or forbid 
changes in the statutes of voluntary 
‘or compulsory cartels. The Min- 
ister can forbid the foundation or 
enlargement of enterprises and re- 
-strict the use of machines. Although 
it was originally the intention of 
the Department of Commerce to 
make as little use as possible of 
‘these wide powers, in accordance 
‘with the preamble of the Act which 
stated expressly that the Act should 
‘not serve as a basis for a planned 
“economy, circumstances have forced 
the Minister to use this weapon to 
-aconsiderable extent. Compulsory 
cartels have been established in a 
great number of important indus- 
tries (the cigarette, paper, radio 
apparatus, etc.) and to an even 
greater extent has the enlargement 
‘of old and the foundation of new 
factories been forbidden. 

_ The last remnants of freedom in 
the fixing of prices by cartels were 
removed by the executive orders 
against the increase of prices. Orig- 
inally restricted to certain indus- 
tries which were particularly af- 


fected by the scarcity of raw ma- 
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terials, these orders were finally 
extended to cover all industrial 
production. The Executive Order 
of May 16, 1934, covers “all ob- 
jects and services important for 
life and for the supply of daily 
needs.” Under the wide interpre- 
tation of these terms only the prices 
of luxury articles can be raised 
without the previous consent of the 
supervising government bureaus. 

In spite of the strict rules, how- 
ever, enforced by the huge bureau- 
cracy and the semi-military forces 
of the “totalitarian” state, a slow 
but continuous rise in prices has 
taken place, and the closing of 
many stores throughout the coun- 
try was ordered by local police as 
a reprisal against price-raising. 
The government very recently re- 
appointed Dr. Goerdeler, the mayor 
of Lipsia, as price-commissioner, 
who already under Bruening had 
held this emergency office. The 
price commissioner has practically 
unrestricted powers to control and 
dictate prices; he has the right to 
approve or disapprove price-fix- 
ing agreements. He even is en-. 
titled to declare certain stages in 
the distribution of commodities 
unnecessary and order a shorter 
way of distribution from the pro- 
ducer to the consumer for certain 
goods. 

Empowered by the Act for the 
preparation of the organic struc- 
ture of the German Economy of 
February 27, 1934, the Minister 
of Economics has created thirteen 
compulsory groups. The thirteen 
main groups are organized accord- 
ing to branches: f.i. group III, 
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iron and steel ; V, chemical produc- 
tion; X, banking and credit; XIII, 
energy; seven of the groups form 
the Reichs estate for German in- 
dustry, subdivided in special trades. 
These are under the “leader of 
Economics.” Except the Federal 
Food Guild and the Federal Cham- 
ber of Culture, established under 
the supervision of the Minister of 
Propaganda, all producers and 
traders belong to one of these or- 


IV 


One of the most important gov- 
ernment policies condensed into a 
“Plan” is the “battle against unem- 
ployment.” ‘The measures taken 
by the government to create em- 
ployment directly through public 
works or indirectly through en- 
couragement of private initiative 
(loans, subsidies, reduction of 
taxes) cannot be described or an- 
alyzed here in detail. A total fund 
of 3,768 million marks was raised 
in 1932 and 1933 under different 
government programs. The funds 
which are not used for public 
works in the proper sense (high- 
way building, cultivation of 
grounds, electrification of  rail- 
ways) are distributed as subsidies 
or as loans on 20 and 25-year terms 
to private industry. By the Act of 
June 23, 1933, a public corpora- 
tion, “Reichsautobahnen,” for the 
construction of highways has been 
incorporated. 
the Hitler regime to give the ordi- 
nary jobs to the older and married 
men, whereas the unemployed 


It is the policy of 
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ganizations. No direct function 
of market regulation is entrusted to 
these organizations. ‘They repre- 
sent the interests of the different 
economic branches, which were 
represented before by private asso- 
ciations. Created mainly for the 
purpose of ‘national socialist edu- 


cation of business,” they have be-— 


come important instruments of the 
dictatorship to exercise pressure on 
private business in order to carry 
through the government’s policy. 


youth is organized in the so-called | 
Par- — 


“Voluntary Labor Service.” 
ticipation is already today practi- 
cally compulsory for most of the 
job-seeking and academic young 
people—who must join this large 
semi-military public organization 
under the supervision of the De- 


partment of the Interior, or the — 


corresponding one in the “Land- 
hilfe,” for agricultural work. 

The campaign against unem- 
ployment is carried on by various 


methods: the President of the Fed- | 


eral Institute for Unemployment 
Insurance is empowered to regulate 
the distribution of work and work- 
ers; migration into several large 
cities is forbidden; subsidies are 
given to employers who replace 
younger with older employees; 
government loans are granted to 
young married couples ; women em- 
ployees in many industries are dis- 
missed; assistance and credits are 
granted to small businesses, partic- 
ularly to handicraftsmen. How- 
ever, as no reliable statistics are 


| 
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available, the opinions about the 
real success of this plan and the 
| financial dangers involved in the 
huge public works schemes, differ 
considerably. There is no doubt 
that the chances of success for the 
unemployment campaign are en- 
_ dangered seriously by the raw ma- 
terial shortage and by the “New 
Plan,” by which the government 
tries to solve its difficulties in the 
supply of raw materials and for- 
eign currency. “The Executive 
Order on textile raw materials of 
July 19, 1934, has already made a 
shortening of working hours com- 
_pulsory for most of the textile fac- 
tories. Many other industrial 
branches began shortening their 
working hours meanwhile, because 
of the scarcity of raw materials. 


On September 24, 1934, the 


“New Plan” came into force; In 
order to balance imports with the 
‘means for payment of foreign ex- 
change, all German imports were 
brought under the control of 25 
supervising bureaus, which work 
“under the Reichs bureau for dis- 
tribution of foreign currency. 
Only a permit issued by a bureau 


The main goal of the industrial- 
ists, who allowed Hitler to become 
Chancellor, was to do away with 
“uncertainties in the labor market 
“by destroying the trade unions, by 
‘outlawing strikes and giving gov- 
-ernmental sanction to low wages. 
The law for the regulation of na- 
tional labor of January 20, 1934, 


pete the employer the complete 


enables a German importer to pay 
abroad for the imported goods. 
Clearing and barter agreements 
with foreign countries and private 
firms were arranged in order to 
further German exports and make 
the importation of the most neces- 
sary raw materials easier. The sec- 
ond important aspect of the “New 
Plan” is the enlargement of Ger- 
many’s own raw material supply. 
As early as the summer of 1933 
the government had begun spend- 
ing large amounts for research in 
substitutes. Subsidies to stimulate 
production of artificial textiles and 
to make mining on German soil 
more profitable are to be given. A 
“hundred-day struggle” against the 
waste of useful refuse was an- 
nounced by the Nazi organization. 
The distribution of many mate- 
rials, such as rubber for tires, gold 
for jewelry and tooth filling, is 
restricted by orders of the super- 
vising bureaus; the use of other 
materials for certain purposes, such 
as copper for telephone and elec- 
tric wires is forbidden. Further 
restrictions on the consumer are to 
be expected soon. 


“master in his house,” deprives the 
worker of every independent rep- 
resentation and subordinates both 
“leader” and “followers” of the 
enterprise to the strict discipline of 
the Trustee of Labor. ‘Thirteen 
trustees for the different regions 
have been appointed; working 
under the supervision of the De- 
partment of Labor, they have 


20 PLAN AGE | 


almost absolute power to decide on 
social conditions, wages, dismissals, 
and other matters. This autocratic 
scheme of regulating labor condi- 
tions means the complete subordi- 
nation of the labor market and the 
destruction of the factors which 
interfere with the calculations of 
the enterprise. The German Labor 
Front, a government controlled 
organization which however is 
composed of workers, white collar 
employees and employers, the N. S. 
B. O., the Nazi factory cell or- 
ganization and the organization 
“Force through Joy,” a large scale 
club for the entertainment of the 
workers after the Italian model of 
the ‘“Dopolavero,” are further in- 
struments to discipline the workers, 
to destroy Marxian “class spirit” 
and to educate workers and em- 
ployers in the spirit of ‘national 
comradeship.” 

Whereas on the commodity and 
labor market new organizations 
have been created to carry through 
the “community of interest of the 
national organism,” the capital 
market has no similar organiza- 
tions. But the government, which 
controls 70 per cent of the stock 


VI. 


No government in any capitalist 
society—except perhaps during war 
periods—has had larger power to 
interfere with private business and 
has made greater use of this power 
by regulating production and dis- 
tribution, than the National Social- 
ist government in Germany. In 


of the German banking system and — 
several large semi-public banks has 
considerable influence on the cap- 
ital market. Plans for the com- 
plete nationalization of the bank- 
ing system have been rejected by 
the Banking Inquiry Committee; a 
licensing system for private bankst 
and a stricter control of the bank- 

ing system by the Reichsbank, 
however, may come into force soon. 
The establishment of new banks is. 
forbidden. The control exercised 
by a bank commissioner appointed - 
already under Bruening has not 
been much changed so far. The 
organization of the banks into one] 
of the main economic groups has 

had no direct influence in creating” 
a new scheme of financial planning, | 
although it may have increased the 
willingness of the banks to co- | 
operate with the government. The 
report of the Banking Inquiry — 

Committee, which was delivered | 
Hitler by Dr. Schacht on Novem- — 
ber 29, 1934, stresses again the | 
reer tance: oF “private initiative 
and responsibility.” It may be | 
interpreted as an example of the | 
increasing power of the large cap- _ 
italist interests over the radical _ 
wing of the party. 


whose interest does the government 
interfere? Is the “national commu- 
nity of interest,” for which the 
government pretends to plan, a 
reality in capitalist society, or must 
every plan necessarily work in the 
interest of the propertied class? No 
analysis of national socialist plan- 


ning can be given in this short ex- 
pose, because it could not be done 
without discussing the fundamental 
issue: In which stage does the cap- 
italist economy find itself in Ger- 
many? It may be stated, however, 
that as early as 1917—>probably 
under the impression of war econ- 
omy—the fascist state ‘““concentrat- 
ing all economic forces into one 
‘nationalistic-capitalist state trust”’ 
—creating state capitalism in the 
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interest of the capitalists, subordi- 
nating political life to a discipline 
as rigid as that imposed on the 
economic life, trying to destroy the 
idea of the class struggle and sub- 
stituting for it a petty bourgeois 
nationalism,—was already forecast. 
Whether it will be possible to 
maintain a consistent “‘nationalistic- 
capitalist state trust” and direct it 
in the interest of the upper and 
middle classes against the workers, 
remains to be seen. 


Miscellany 


A 


The Board of ‘Trustees an- 
nounces the formation of technical 
committees in the following fields: 

Distribution and Trade. 

Cotton program. 

Labor in a planned economy. 

Foreign Trade Policy. 

Committees in other fields are 
being formed. 


JES ES&S 


Members of ESPA have mani- 
fested a responsive interest in its 
program. Letters to the national 
office freely express opinions upon 
prospective policies, goals and di- 
rections of the Association. Mem- 
ber number 1 writes: “One sub- 
ject which I hope will be taken up 
for consideration by our group is 
the need for planning in the admin- 
istration of universities and col- 
leges. It seems to me a criminal 
waste of human material to train 
great numbers of young people for 
professions in which there are no 
openings. It also seems to me so- 
cially wasteful for a number of in- 
stitutions to give training for the 
same profession when one or at 


most a few, could do the job much 
better.” 
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Another member comments on 
the goals of education in this wise: 
“Naturally the problems which in- 


terest me most are those which haye 
to do with the relation of educa- 
tion to social and economic plan- 
ning. And here it seems to me 
there are two large areas. The one 
has to do with the actual planning 
of the educational function of 
society and the other with the role 
of education in the achievement 
of any plans formulated.” i 


I ( Bie (8 : 


Member number 3, having had 
experience in Federal See in two 
departments, believes that oppor- 
tunities for planning are bright. 
“The work has been of absorbing | 
interest and the satisfactions of par- 
ticipating have been the greatest I. 
have ever experienced. The op- 
portunities for planning are trea| 
mendous. It is unfortunate that 
the public cannot get a proper con- | 
ception of what its Government i ist 
now doing for the first time in de- 
veloping National Planning ex- 
tending in its coordination to the 
States, the Counties, and the mu- 
nicipalities of the Nation. The 
name of your Association implies 
the inclusion of a consideration for 


people, and which are so generally 
disregarded by those who narrow 
the planning to the scope of a 
planned business economy. It seems 
to me that the two phases are not 
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incompatible and should be stressed 
as of equal value in furthering the 
principles of planning.” 


AeA A 


In contrast to this view of 

| planned economy, a member prom- 

iment in trade association work 
declares: 

- “TI hope this organization will 
afford the opportunity to take the 
“conception of planning out of the 

| sky and bring it down to earth, 

-and knowing your own common 

sense approach to this whole ques- 

tion, I feel the matter is in good 
hands from this point of view. 
“The rope ladder that the social 
peers in general throw down 
_ from the heights to try to reach the 
; leaders of business, who are con- 
cerned to try what is known as 
s “running the business’, in my opin- 
‘ion, is still way out of reach of 
the average business man, even 
| when he stands on his toes and 
” reaches skyward for the lowest 
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_ Another correspondent believes 
Pat there are dark areas in our 
‘nation which need illumination. 
oT wonder whether Plan Age,’ : 
he says, “will contain in any of its 
early issues any articles relevant 
to the problem of planning occupa- 
ional distribution, taking account 
of America’s present resources of 
professional and occupational skills, 
the facilities for occupational train- 
ving, the facts of the present lack of 
ee between training op- 
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portunities and specific demands, 
the lack of adequate detailed infor- 
mation regarding changing occupa- 
tional opportunities, and the kinds 
of information to be planned for 
in order that the information when 
made available to educational auth- 
orities and to individuals will help 
to bring about a better balance be- 
tween demand and available sup- 
ply of workers competent in those 
occupations which absorb the 
larger part of the population? It 
seems to me to be an indispensable 
phase of national planning to which 
the Bureau of Census, the Bureau 
of Labor Statistics, Office of Edu- 
cation, and the corresponding State 
agencies, are far behind the needs 
of the times.” 
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“T should put on record with 
you in this letter my feeling re- 
garding the difficulties of planning 
on a national basis,” declares an- 
other interested member. “It is 
probably the only way in which we 
can proceed with most matters, 
but, as many of us realize, a great 
many lines of planning cannot be 
followed effectively if proposals are 
limited by national boundary lines. 
In fact, there is a constant danger 
that plans on a national basis will 
intensify strain between the differ- 
ent national groups. Of all this 
you are fully aware. I am merely 
intending to record my conviction, 
which perhaps you share, that na- 
tional plans need to be formulated 
with the greatest of care unless 
they are to intensify some of our 
difficulties.” 
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Planning foe Abundance 


Questions for Discussion 


By 


GEORGE SOULE 


1. Do most people now have 

everything they need? 
| 2. Are our farms and industries 
capable of producing more of what 
“people want? 
_ 3. Have we ever produced as 
much as would be required for a 
generally high standard of living? 
4, Have we ever produced as 
much as we could, given existing 
resources of nature, of labor, of 
_ productive equipment, of skill and 
knowledge? 
_ 5. Is further technical progress 
0 impossible? 

6. In view of the answers to the 
above questions, is general restric- 
tion of output desirable? 
: 7. If, in general, we ought to 
' produce more, are there any excep- 
tions in which restriction is at least 
temporarily desirable? 
_ (E.g.: Wheat, limited natural 
resources such as oil, out-moded 
goods such as carriages or horse- 
shoes, worthless patent medicines, 
-‘GIth” of various sorts. ) 
8. Can decisions as to what is to 
be restricted or expanded be left 
to those who have a profit interest 
the goods in question? 
- 9. Is there a problem of balanced 
| progress in production? 

_ (E.g.: Should there be some re- 


_ lationship between the amount of 
bd 


new productive equipment of a 
given sort and the relative need for 
the goods which it is capable of 
turning out? Should productive 
equipment be added when existing 
efficient equipment is not being 
used? In the latter case, which is 
the most desirable permanent 
policy: (a) to restrict the manu- 
facture of new plant and machin- 
ery or (b) to devise ways of 
distributing more of the product to 
those who need it?) 

10. Assuming that we are 
equipped to make more consumers’ 
goods than are distributed, what 
stands in the way of their sale? 
Is it not largely a disparity between 
the incomes of the majority of con- 
sumers and the prices of the goods? 

11. How can such a disparity 
be remedied, on a large scale? 

(a) By general increase of wage 
incomes, if prices are boosted as 
much as wages? 

(b) By a general decrease in 
hours of work which results in 
higher costs or less production? 

(c) By a general decrease in 
prices which is achieved by reduc- 
ing wages or lengthening hours? 

(d) By reducing the margin 
between wage income and prices 
of the goods made? (E.g: by rais- 
ing wage incomes without raising 
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prices, or reducing prices without 
reducing wage incomes, etc.) 

12. Is it technically possible to 
achieve 11(d)? Consider, for in- 
stance, the possible effect of the fol- 
lowing measures: 

(a) Eliminating profit (some in- 
dustrialists contend that they are 
already operating at a loss). 

(b) Reduction of prices with- 
out reduction of wages, resulting 
in a larger volume of output which 
will reduce costs through eliminat- 
ing idle overhead. 

(c) Reduction of overhead 
through capital deflation which 
will cut fixed charges. (E.g.: on 
railroads or utilities.) 

(d) Increasing the technical ef- 
ficiency of, or eliminating, the units 
of the industry which have costs 
above the average, thus allowing 
the whole industry to sell at prices 
as low as those possible for the 
more efficient units. (It is argued 
against this suggestion, that it 
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would reduce employment, since 
the more efficient plants make more 
goods per man-hour. But are not 
these plants able to pay more wages 
per unit-value of product, and 
would not this course, if general 
throughout industry, increase vol- 
ume of sales and employment ?) 

13. Are organizations of em- 
ployers on an industry-wide basis, 
as in trade associations or industrial 
institutes, likely to take the desir-. 
able action? Do not such combina- 
tions hamper the progress of effi- 
ciency? Do they not tend to hold 
up prices and restrict output? Do 
they not allot quotas to the less 
efficient rather than eliminating 
them? P 

14. Can private monopolies be 
counted upon to sell as cheaply and 
produce as abundantly as possible? 

15. Will competition betwee 
individual concerns achieve the de- 
sired results, where true competi- 
tion exists? . 


Planning In a Democracy 


By 


LEWIS L. LORWIN 


q EMocRACY — the political 
institutions ushered in by 


Revolutions — has _ been 
_.connected historically with laissez 
» faire, the economic system of un- 
_ controlled private enterprise based 
on freedom to buy and sell in the 
_ market. Planning—the conscious 
guidance of economic and social life 
by collective methods — inaugu- 
_ rated as a principle of economic or- 
ganization by the World War and 
the Russian Revolution, has become 
associated with various forms of 
political dictatorship. History thus 
poses the question: are democracy 
and planning incompatible? Or can 
they be harnessed together for a 
common social end, and if so, how? 
* The question is of immense prac- 
tical interest. We are today in the 
Sz _ midst of profound changes in our 
economic system. As these changes 
- proceed, we become increasingly 
involved in a conflict between 
_ newly emerging social and eco- 
nomic institutions and pre-existent 
_methods of government. As this 
_ conflict looms up in popular dis- 
cussion, it is likely to assume an 
- increasingly dramatic character. 
We must therefore face now the 
question of the validity and capac- 
ity of democracy to endure in a 
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cifically, the question is: 


changing social and economic en- 


vironment. Concretely and _ spe- 
can the 
essential characteristics of demo- 
cratic society be retained under a 
system of planning which will 
carry out the desired economic 
objectives ? 


I. 


The essential features of democ- 
racy may be considered in relation 
first to the individual and second 
to the conduct of public business. 
With regard to the individual, de- 
mocracy insists that the state exists 
for the individual, and not vice 
versa. Democracy in its widest 
sense, is the political glorification 
of the individual. It offers him basic 
fréedoms—the freedom of move- 
ment, the freedom of expressing 
ideas, the freedom of associating 
with his fellowmen for various 
purposes, and freedom to find that 
place in the economic and social 
system which his merits warrant. 

It is now generally admitted that 
the freedoms of democracy have 
only a formal and negative charac- 
ter. Owing to the development of 
economic forces, limits have been 
imposed upon the individual’s op- 


* Paper read at the annual meeting of 
the American Sociological Society, 
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portunities and capacities to take 
advantage of his political rights. 
We have in present day democracy 
what may be called disguised 
coercions due not to laws but to 
economic and social exigencies. In- 
dividuals find it difficult to express 
their opinions under conditions of a 
highly organized press, to exercise 
the right of association in the face 
of unfriendly economic interests, 
to feel really free to work or not 
to work because of lack of an in- 
come reserve, to place themselves 
vocationally because of lack of 
educational opportunities due to 
inequalities in the distribution of 
wealth, and so on. 

The growth of democracy has 
been characterized by an effort at 
self-correction in order to bridge 
the chasm between formal rights 
and real capacity. Inevitably, this 
has taken the form of building up 
limitations on the freedom of 
action of powerful and privileged 
minorities so as to protect and 
strengthen the opportunities of the 
weak and unprivileged majority. 
The revolt of the people against 
the social consequences of the con- 
tradictions between political de- 
mocracy and economic inequality, 
has given us new forms of protec- 
tive economic and social legislation 
which impose an increasing number 
of controls on the behavior of the 
individual in business and in social 
life generally, and which tend not 
to abolish but to modify democratic 
institutions. ‘The essential quality 
of evolving democracy is thus the 
tendency to establish economic and 


social conditions which will enable 
the individual to enjoy self-mastery 
in the realization of his capacities. 
Individual freedom thus becomes 
more and more dependent on eco- 
nomic and social implementation. 
The other aspect of democracy, 
its methods of conducting public 
affairs, has also deviated far from 
the ideas of the early theorists. The 
history of democratic government 
during the last 100 years has been” 
one of continuous enlargement of 
organized groups through which 
the individual has to act in order 
to shape public policy. These de- 
velopments notwithstanding, de- 
mocracy still requires four essential 
conditions. First, democracy posits 
the necessity of allowing the people 
to determine from time to time the 
policies which they wish their gov- 
ernment to pursue: i. e. the final 
decision. as to the rightness or — 
wrongness of public policy lies with 
the people. Second, the people in 
a democracy must have the right at 
stated times to replace peacefully 
and with a minimum of conflict, an — 
administration whose leadership — 
they no longer approve. Third, a 
democracy pre-supposes that the 
formation of public opinion and — 
public policy will be carried on | 
through a process of discussion and | 
without fear of persecution by ex- | 
isting authorities on account of | 
opinions expressed. And, fourth, 


as expressed in a vote. We have | 
democracy if we have these Coa 
tue 
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_ tial characteristics, regardless of 
_ the specific institutions and mech- 
anisms by which they are made 
__ effective. 


Il. 


As in the case of democracy, so 
_ with regard to economic and social 
_ planning we must first define our 
terms. One must distinguish among 
several types of economic and 
~ social planning, based partly on the 
g institutions under which planning 
is conducted, partly on the degree 
_ of control exercised, and partly on 
the distribution of power and re- 
sponsibility. So far as concerns 
- institutions, perhaps the most sig- 
nificant distinctions are among 
what I have designated elsewhere 
as business planning, socialist plan- 
ning, fascist planning, and social 
__ progressive planning. With re- 
4 - gard to range of control, the most 
ve important distinctions are between 
strategic, directive and operational 
A _ planning. The esssential element 
in all forms of national planning is 
~ collective forethought to the end 
of guiding economic and social 
eg _ development consciously toward 
ie progressively higher material and 
cultural standards of living. It is 
~ obvious that planning in this sense 
Beplics the power of the planning 
- group, however small or large, 
whether an industry, a region or a 
whole nation, to determine the 
_ larger policies to which the actions 
‘of the individual members must 
conform. And to the extent to 
which planning involves such 


group processes, it necessitates spe- 
cial institutions to carry on con- 
tinuously the study of economic 
and social changes and to prepare 
plans for directing them in the 
public interest. 


Il, 


The essential features of eco- 
nomic planning indicated above are 
used by “rugged individualists” as 
an excuse for eloquent tirades 
against “regimentation.” Such 
critics refuse to see that regimenta- 
tion already exists on a large scale 
for the majority of the people un- 
der our present system of presumed 
economic freedom, as a result of 
technological processes. Of the 49 
million people in the United States 
who today carry on the work of the 
country, at least 35 million are 
regimented in detail for at least 
eight hours of each working day. 
Those who are free from regimen- 
tation form but a small minority of 
the people. They are the large 
owners of industry, the higher 
groups in the managerial class, 
some of the professional groups, 
and an indeterminate number of 
business men who combine in their 
own persons the functions of en- 
trepreneur and manager. 

The real issue is thus not regi- 
mentation versus individual free- 
dom, but the desire of privileged 
individuals and minorities to ex- 
ercise exclusive freedom of decision 
with regard to the utilization of 
our material and human resources. 
The issue is whether or not a mi- 
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nority should have such right to 
make decisions which determine the 
lives of millions of people ; whether 
or not the minority should be sub- 
ject to social control based on a 
planful consideration of the wel- 
fare of all the people. Not regi- 
mentation versus freedom, there- 
fore, but social control versus un- 
limited economic power of individ- 
uals and minorities is the issue. 
On this issue, the stand of eco- 
nomic planning is definite. It calls 
for limitations upon the economic 
decisions of individuals or corpo- 
rate groups in accordance with 
plans made for entire industries or 
society as a whole. Individual 
producers under a planned econ- 
omy must give up the privilege of 
determining at their own will some 
of the major conditions under 
which they shall produce. Indi- 
vidual seekers after wealth must be 
required to give up the privilege of 
unlimited accumulation and of the 
uncontrolled use of funds. 


IV. 


The main difficulty in trying to 
plan democratically is that of re- 
solving conflicting group and class 
interests so as to formulate a truly 
national policy. This difficulty, 
perhaps more than any other single 
factor, is responsible for the growth 
of fascism and other anti-demo- 
cratic forms of government. Espe- 
cially serious are the conflicts be- 
tween labor and capital, creditors 
and borrowers, agricultural and 
manufacturing groups, in which 
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group interests are intertwined in a 
complex way, giving rise to basic 
issues of national objectives and 
values. Unless a way can be found 
to reconcile such group conflicts 
by and through democratic institu- 
tions, there would seem to be but 
little hope for democratic planning. 

Parliaments try to resolve these 
conflicts by compromise. Dictator- 
ships meet them by usurping the 
right and the power to impose a~ 
solution by governmental decree 
backed by force. A system of eco- 
nomic planning aims at resolving 
such conflicts by working out long 
range national objectives and by 
the use of research and scientific 
analysis. 


V. 


Because of the difficulties dis- | 
cussed above, some planners have | 
argued in favor of a system of 
“strategic” planning under which 
the processes of collective guidance 
and control are applied to a few 
selected economic factors. A pro- 
gram of strategic planning might — 
limit the intervention of the state 
to the control of credit, the national 
ownership of natural resources, and 
the public regulation of monopo- | 
listic large scale industries. Such 
state control would be combined | 
with corrective social policies, such 
as the extension of social services 
to widen the area of free income to 
the mass of the people; a compre-_ 
hensive scheme of social insurance; 
the use of the taxing power for the 
purpose of providing these services 
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_and for influencing the distribution 
_of income in the direction of greater 
_ equality ; and the extension of edu- 
cational opportunities. 
~~ It is doubtful, however, whether 
such a program of strategic plan- 
ning would solve the problem of 
- political and administrative control 
and the making of economic de- 
cisions. The national control and 
allocation of credit involve definite 
policies with regard to separate in- 
' dustries, to the relationship be- 
- tween agriculture and manufactur- 
ing, to foreign trade, and to other 
major economic issues. The use 
_ of taxation for the redistribution of 
- wealth and income implies a defi- 
nite idea of the kind of economic 
foundation to be built and of the 
‘social structure which it is to 
_ support. 
It is for these reasons that I 
should advocate a wider type of 
~ planning—what may be called di- 
_ rective-institutional planning. This 
would call, first, for the formula- 
tion of the major economic and 
social goals, and second, for the 
conscious building of the necessary 
institutional framework. This is 
‘not the place to examine in detail 
_ the planning program I have in 
mind. But it is necessary to indi- 
cate briefly that directive-institu- 
- tional planning need not be over- 
centralized nor need it impose any 
more regimentation than techno- 
logical processes require for eff- 
- cient production. General directives 
- must come from a responsible cen- 
ter, but their execution in detail 


en 


and administrative supervision can 
a oh 


be secured through local and re- 
gional agencies and through decen- 
tralized methods of control. 


VI. 


Neither the strategic nor the 
directive type of planning can be 
applied without certain important 
changes in our present forms of 
democratic government. Such 
changes would not affect the basic 
elements of democracy, but would 
merely introduce new devices and 
mechanisms extending the prin- 
ciples underlying the democratic 
ideal. 

The first change is connected 
with the formulation of national 
objectives. The question is, can we 
so reorganize and direct our meth- 
ods of public discussion as to retain 
their essential democratic character 
and yet plan systematically our 
national objectives? 

I am optimistic enough to think 
that wecan. The method for mak- 
ing democracy serve this purpose is 
not to do away with the present 
process of discussion but to organ- 
ize it in such a way as to make it 
comprehensive and definite. We 
could insist that every group which 
comes before the American people 
with a claim for support should be 
required to correlate its particular 
topic or project with other phases 
of economic and social life so as 
to give a picture of the type of na- 
tional life that it has in mind. 
Might it not also be possible that 
our political parties should not 
merely draft a set of “issues” every 
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two or four years, but should pre- 
sent a consistent program of long 
range objectives and a clear state- 
ment of the reasons why the poli- 
cies advocated are expected to 
secure such objectives? 

This method of discussion could 
be made even more effective if we 
had a National Planning Council 
whose function it would be to sur- 
vey the national scene and to an- 
alyze alternative major policies. If 
such a council were free of admin- 
istrative duties and not entangled 
politically, it could perform this 
task of presenting the implications 
of social policy and of aiding in the 
development of an informed public 
opinion. Such a council would not 
be the place for the mere technician 
and expert, but would have to be 
composed of men who combine a 
certain degree of technical compe- 
tence and experience with capacity 
for imaginative thinking. 

Another change which is called 
for and which is already taking 
place is in the relations between the 
different branches of the govern- 
ment. Inasmuch as the executive 
is assuming more and more respon- 
sibility for formulating policies, it 
should also shape the specific legis- 
lative measures by which such poli- 
cies can be effected. The legislature 
under such an arrangement would 
have the power to adopt or reject 
proposed laws, to act as a critic of 
the government’s performance, and 
to be the final arbiter in making 
appropriations under a budget 
system. 


The present tendency towards 


the strengthening of the executive 
department of government is the 
result in part of the time consuming 
methods of representative bodies. 
Democracy has to learn that time 
is a highly important element in 
economic and social life. Talk for 
the sake of talk or as the mere token 
of an abstract right of free speech, 
is a serious impediment to the effec- 
tive performance of governmental 
functions. One of the main causes” 
for the trend toward dictatorship 
would be eliminated if democratic 
legislatures would place a time 
limit on the discussion of legislative 
measures, and would see to it that 
policies are carried through with 
the speed required by modern con- 
ditions. ‘There are various ways 
in which this can be done without 
limiting the essential rights of a 
democratic legislature. 
Traditionally, democracy has | 
favored frequent elections, and 
short terms of office. Planning, on 
the other hand, is a long range 
process depending on continuity o 
personnel and policy. It takes time — 
to test the validity and workability 
of a plan. We can meet this situa- 
tion in part by allowing for longer 
terms of office; in part, by creating | 
machinery, such as advisory com- 
mittees and councils, through | 
which representatives of the people | 
could take part in the continuous 
discussion and revision of plans and 
policies. 4 
The major modification of dem- 
ocratic government called for by 
economic planning is the extension 
of democratic procedures to th 
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economic domain. Briefly, we shall 
_ have to supplement individual suf- 
_frage based on locus of residence 
- with occupational or corporative 
suffrage based on group associa- 
tions. We shall need elective 
industrial boards and councils to 
represent functional groups and 
_ to carry on the work of economic 
administration. We shall have to 
assign a proper place in the state to 
_ associations representative of vari- 
ous classes such as wage-earners, 
farmers, manufacturers and con- 
' sumers. 

' The changes in political form 
and method which effective eco- 
nomic planning calls for must re- 
sult in a recasting of our general 
theory of democracy. As planning 
develops it will shift emphasis in 
our political thinking from the idea 
of formal rights to the concept of 
‘real rights’ based on capacity; 
from the notion of the state as a 
protector of property to that of a 
leader in the utilization of our na- 
tural and economic resources ; from 
_ the concept of law as a Pabcicng of 
i "individual rights to that of a proc- 
ess of adjusting social relations; 
from theories of atomistic individ- 
- ualism to those of social solidarity 
and cooperative action; and from 
re ee amce on an seamed meta- 
_ physical benevolence of self-interest 
‘to a demonstrable hypothesis of the 
ae eile of scientific eee 


= 


VII 


We are not concerned here with 


2 the question whether the inaugura- . 


tion of plans which abridge the 
privileges and powers of some 
groups, would not run up against 
insuperable difficulties. It is one 
of the presumed merits of democ- 
racy to enable us to make economic 
and social revolutions peacefully 
through the ballot, and by force of 
majority rule. If our present priv- 
ileged minorities refuse to accept 
the decisions of the majority, dem- 
ocracy will prove ineffective and 
inadequate in the most crucial test, 
and the whole question of planning 
in a democracy will have but little 
meaning. 

We in America possess today 
very real democratic privileges and 
rights, limited though they be 
by our economic institutions. The 
problem is how to hold on to the 
democratic rights we have and yet 
attain and diffuse the material com- 
forts and economic security which 
we want. The democratic tradi- 
tion of the American people must 
be fostered and utilized in develop- 
ing the ideals and methods of plan- 
ning. We must make clear that 
the planning which we have in 
mind calls for more and not less 
democracy. What we want is 
democratic control over all the 
processes of life instead of over 
political institutions alone. 

The issue of democracy today is 
not merely political but ethical. It 
is closely bound up with the pro- 
found shiftings in our scale of gen- 
eral values. In this shift of values, 
the long range interests of society 
are in thorough harmony with the 
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democratic tradition. Even those 
who are opposing democracy in the 
name of dictatorial governments 
claim that what they have in mind 
is more real democracy. Neither 
the fascists nor the communists 
deny democracy in general. What 
they are opposing is the particular 
form of liberal democracy of the 
nineteenth century which, in their 
opinion, has failed in its objectives. 
This common consent of all cur- 
rent movements and philosophies 


PLAN AGE 


indicate that the desire for demo- 


cratic selfrealization is basic to 


human nature. Historical experi- 
ence also shows that dictatorships 
may be quicker in getting results 
for a while, but are ineffective in 
the long run. Our solution lies in 
finding the methods by which we 
may make democratic government 
serve our social objectives so that 
we may progress 
greater future peacefully, plan- 
fully, democratically. 


towards a 
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Goals and Patterns 


By 


M. H. HEDGES 


SeAIXPERIMENTAL is not a 
synonym for scientific. 
Science differs from the 
mere experimental by 
_-virtue of the fact that experimenta- 
* tion is carried on to test hypothesis. 
| Experimentalism is the primitive 
| stage of scientific method. 
_ The foregoing is important to 
the concept of economic planning. 
Economic planning marks an effort 
to rationalize the process of aS 
nishing a nation its livelihood ; 
should partake of the eee 
one should deduce, of science, not 
of mere experimentalism. Eco- 
nomic planning is science applied 
“to the nation’s business. It is in- 
conceivable that planning can be 
successful without hypothesis, by 
which to guide it. 

The weakness of the series of re- 
forms, dated since 1933 in the 
- United States, which have come to 
_be known as the New Deal, is their 
experimental isolation. They are 
not tied to a definite pattern of 
control. They are emergency 
measures. They should not be con- 
fused with economic planning, or 
with scientific control. They may 
be regarded as dredging a way to- 
ward planning. 

It is not enough to energize each 
economic group in the nation to- 


ward a goal of economic self- 


sufficiency, with the expectation 
that the total result will present a 
national pattern of planned econ- 
omy. Such a method is little im- 
provement on the casual practices 
of laissez faire economy. In short, 
planned economy implies patterns. 
The pattern may change as condi- 
tions change, but a total view of a 
nation’s economic needs must be 
assured. Parts must be adjusted 
to the whole. Sectional programs 
must be dovetailed to produce na- 
tional design. 

It need not be supposed that a 
complex, heterogeneous, technolog- 
ical, industrial society, with multi- 
plicity of occupational types, will 
be amenable to primitive patterns. 
Indeed the complexity and volumi- 
nous character of American life 
will likely preclude elementary 
designs, and escape too-easy formu- 
lae. The conception of society as 
divided into the possessors and the 
dispossessed has rough melodra- 
matic political significance, but ad- 
ministrators of the modern state 
will find mal-distribution of wealth 
only one of the factors which must 
be considered if a planned economy 
is to be achieved. 

Plan patterns will not be as 
facile of achievement as the polit- 
ical patterns of the past two cen- 
turies. This is true because a na- 
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tion’s will-to-plan is conditioned in 
large part by sundry factors: na- 
tural resources, organization and 
engineering technique, plant ca- 
pacity, levels of intelligence, work- 
ers’ collective skill, technology, et 
cetera. Yet the will-to-plan or 
not-to-plan is the balancing factor. 
It is conceivable that a people 
might choose an economy of waste 
in preference to an economy of con- 
trol, if the resources of that nation 
permitted such a choice, and the 
economy of waste offered more 
abundant non-material returns. A 
nation might choose to live danger- 
ously just as spendthrift individuals 
often so choose. Indeed, the Amer- 
ican people appear to have been 
making just such a choice during 
the last 15 years. It is also conceiv- 
able that the stubborn mores of a 
people might change under the 
threat of extinction; and if it came 
about that the waste economy con- 
sumed more resources than it pro- 
duced, and non-material returns 
thereafter began to fade. 

It is more than likely that within 
the next six years the American 
people will make one of those his- 
toric choices which make history 
more dramatic than the drama of 
individuals. ‘The American people 
will determine what pattern of 


economic democracy — control in 
behalf of society as a whole, con- 
ceived as an organism of interre- 
lated functional economic groups. 

Now no one is going to contend - 
that economic democracy has any- 
where been achieved upon the face 
of the earth, at any time in history. — 
And the writer recognizes the 
probability of validity in the con- 
tention that either fascism or com-_ 
munism may produce economic 
democracy. The writer takes 
refuge in the view that economic 
democracy is better adapted to a 
complex, technological, heterogen- 
eous society than single dictatorship 
of capital or labor. It is doubtful 
if any Mussolini or Stalin could 
operate the American industrial 
machine. Science must do that— 
numerous boards under the control 
of guiding intelligence. 

One can not examine fascism, — 
communism, and prospective eco- 
nomic democracy without realizing 
that the three forms have ele- 
mentals in common. 4 

1. Control. ; 

2. Exercise of the economic ma- 
chine at a greater or curtailed pace 
in order to extract more wealth, or 
less, as the need is variously — 
conceived. | 


3. Strengthening of central. 
authority. a | 

4. Limitation of what has come 
to be called liberty of a group or 
groups. io 

Each of these categories suggests 
certain salient questions in the 
transit of values from the political 
to the plan state. . 


planning they as a people find 
acceptable. 

When one speaks of patterns of 
planning, he at once suggests the 
accepted catalogues of planned 
economy: fascism—control in be- 
half of business groups; commu- 
nism—control in behalf of labor; 
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Category of Control 


Control to be exercised purely 
_ by the intervention of force in the 
_ person of a dictator, 


or 


Control to be exercised by in- 
telligent, socially conscious groups 
_of administrators, democratically 
chosen, and democratically suf- 
_ fered, acting on broad-gauged pat- 
tern of principles, flexible yet 
' continuous, with the general wel- 
- fare as goal. 


_ Category of Accelerated or 
Fs Curtailed Production 


; 


Limitation of production by de- 
~ struction of goods, by restriction of 
- equipment, or by a static concept 
of demand, 


3 
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or 


_ Increased production by driving 
the unchanged overall plant to its 
fullest capacity, 

or 


Increased production by the 
adaptation of the overall plant to 
resources, and to all other economic 
factors, and to a graduated pitch 
‘of volume in order to produce a 
~ continuously lifted standard of liv- 
ing for the entire population. 


PARE 


Gategory of Strengthened Central 
Authority 


oe 


NP SyeRteray 


The dictatorship of class, dis- 
_guised behind a medieval lay figure 
which manipulates crowd loyalties 


_ by means of slogans, superstitions, 


eo hokem, etc., 


Le 


or 


The dictatorship of a class 
frankly seized and frankly indiffer- 
ent to the functional contributions 
of other economic groups, 


or 


The direction of administrators 
sensitive to the suggestions of 
groups of scientists and social engi- 
ners constantly investigating, and 
planning, and acting upon these 
suggestions in terms of the mass 
needs and mass good, and not out 
of political motives. 


Category of Restricted Liberty 


A low-rationed standard of liv- 
ing with few non-material values, 


or 
A low-rationed standard of liv- 


ing with illusory non-material 


values, 
or 


A high-rationed standard of liv- 
ing with few non-material values, 
or 

A high-rationed standard of liv- 
ing with illusory non-material 
values, 

or 


A high-rationed standard of liv- 
ing with an abundance of non- 


~ material values. 


Note: This category is the most 
important in determining a nation’s 
pattern of planning. Non-material 
values include freedom of speech, 
and assembly, leisure, culture, and 
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the right to participate in the crea- 
tive functions of industry and the 
state. 

It is apparent that in the transit 
from the political to the planned 
state that—if or when a nation 
makes it—the choice can not be left 
to the men at the top, be they either 
social engineers, dictators, or states- 
men of a new type. The creative 
process—the egoistic satisfaction— 
may be as great for these under one 
pattern of planning as the other. 
The choice must be made by col- 
laboration with the underlying 
population, and this participation 
of the mass must in turn depend 
upon general level of intelligence. 
Even granted a generally high level 
of intelligence, it is apparent that 
many decisions by their very tech- 
nical nature can never be referred 
to the masses, or if referred, can 
never be adequately acted upon. 

The problem of the modern state 
is the problem of adjusting a 
greatly expanded area of technical 
questions to democratic practice. 
The solution will depend in part 
upon the reverence of the admin- 
istrators for the mass, and the 
alertness of the mass to technical 
matters, but most, upon the organ- 
ization of the mass, upon a tech- 
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nological basis, the creation of 
agencies capable of ascertaining 
data, testing policies, measuring 
results, and influencing adminis- 
tration. It is toward the building 
of these agencies that the United 
States should direct its energies 
now, and in the immediate future. 
Based upon the experience of 
this nation, and other nations, it is 
apparent that if the United States 


is going successfully to make the - 


transit from the political to the 
planned state, and preserve what is 
good in the old order, and create 
new social values, it must do cer- 
tain very definite things. Accept- 
ing the assumption that fascism is 
always possible in America, with 
the additional premise that it is 
not likely to be acceptable to Amer- 
ica’s type of life, it is apparent that 
some of the immediate tasks are 
creation of consumers’ coopera- 
tives; universal unionization of 
wage earners; and the creation of 
great corporations like TVA strong 
enough to compete with private 


monopoly. It is obvious that these 


aims do not in themselves make a 
pattern except by their implica- 
tions. The first implies industrial 
democracy, the second consumers’ 
democracy, and the third a social 
government. 


ee mere 


Conditioning Factors In Planning 


By 
DAVID CUSHMAN COYLE 


for the attainment of an 
objective is planning of a 
sort, and if the objective 
is national in scope the planning is 
national planning, whether it is 
_ done by an industry, an advertising 
- firm or a government. The people 
_ of the United States, through their 
national government, have devel- 
oped and carried through a number 
of national plans. 

The protective tariff, discussed 
in the first congress and thereafter 
for more than a century, is a na- 
tional plan, periodically revised 
and kept up to date. The national 
objective is to encourage manufac- 
~ ture, especially in those lines where 
other nations can produce more 
cheaply than ourselves. In some 
quarters the tariff is regarded pri- 
marily as a means of promoting na- 
tional self-sufficiency for military 
reasons. No doubt there are many 
voters whose reasons for support- 
ing or opposing tariff are logically 
- inadequate, but the policy actually 
adopted is nevertheless a national 
plan, the national plan in this par- 
ticular field. 

_ The same may be said of our 
early land settlement policies, of 
the anti trust laws, the restriction 
_of immigration, and the income tax 
amendment. In all these cases 


there was a more or less widespread 
demand for a change in the eco- 
nomic system. The policies chosen 
were intended to bring about such 
changes as would satisfy the de- 
mand of the effective public. 

The fact that in many of these 
policies the national interest was 
only imperfectly conceived or re- 
alized in practice should not be 
allowed to obscure the reality of 
the planning function. - On the 
contrary, the experience of our 
country with national planning 
should indicate the limitations of 
our temperament, of our intelli- 
gence, and of our apperceptive plan. 
Within those limits anything that 
can actually be started will have 
to be started, and there is no use 
in contemptuously dismissing all 
such imperfect gropings as “not 
being national plans at all.” They 
are plans, made by a social order at 
odds with itself, seeking orientation 
and integration among the con- 
flicting currents of interest and 
the fog banks of prejudice and 
propaganda. 

“No plan at all” is that condi- 
tion, relative to some issue such as 
economic nationalism or the distri- 
bution of income, where the nation 
is not yet agreed about where it 
wants to go or how to get there. 
But the New Deal as a whole is a 
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plan, however vague. The nation 
has decided most emphatically that 
it wants to go with the present ad- 
ministration rather than to return 
to the previous one. That is a 
decision, an orientation, the adop- 
tion of a policy intentionally chosen 
for the attainment of a positive 
objective. The vague outlines of 
the objective, and of the New Deal 
itself, are observable facts like the 
elusive outlines of an electron in 
mathematical theory. What of it? 
The people have an objective, eco- 
nomic security and prosperity. Just 
what that means in exact detail 
they do not know, but they know 
they want it and they are hiring 
Mr. Roosevelt to get it for them. 

On account of the indefinite 
character of the American situation 
and the intellectual confusion re- 
garding specific lines of action, 
there is a natural temptation to 
long for the definiteness and clear- 
cut authority of engineering plan- 
ning. There may be a question, 
however, whether the clarity of en- 
gineering plans is purely a matter 
of engineering methods or whether 
it may not be also dependent on the 
extreme simplicity of the medium 
in which the engineering is carried 
on. 
The mathematics of engineering 
may be complex, and the behavior 
of materials under stress may be 
such as to strain the mind slightly; 
but as the world goes all these com- 
plexities are child’s play. Once it 
is decided that Boulder Dam is to 
be built, the objective is clear-cut. 
There are no vague emotional am- 
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biguities about the relation between 
the “owner” and the job—or if 
there are, all the clarity of engineer- 
ing planning suddenly vanishes. If 
the owner becomes temperamental 
about whether he wants a dam or 
not, or about what to do with the 
water, or about appointing political 
favorites to fat jobs, the engineer 
can go mad as easily as any other 
man. Engineering clarity depends 


on an objective so simple, so mater- _ 


ial, so concrete, that there is no 
argument about it. 

Engineering planning also de- 
pends on the solid. dependable laws 
of nature. If the qualities of ma- 
terials are known well enough to 
make possible a confident design, 
then the engineer can decide what 
to do and make blue prints and 
specifications that have the author- 
ity of natural law. But when hu- 
man nature is one of the materials, 
it can enter into engineering 
planning only in its simpler and 
more uniform manifestations. Men 


can be organized and regimented — 


for a great engineering project only 
because the unruly aspects of 


>} 


human behavior can be largely — 
eliminated. “Those men who are 


unable to restrict their own unruly — 
impulses to their free time can be > 
fired out into the unregimented en- | 
vironment where they can hunt for — 


less exacting jobs. If there is no 
such free environment, they must 
be shot against a wall, to encourage 
the others. 

In a country where the number 
of unruly people is large, and shoot- 


ree 
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ing against walls is permissible only _ 


destiny. 
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~ on asmall scale, the essential con- 
dition of engineering planning is 
_ that it cannot be universal. There 

is no great difficulty in organizing 
‘large engineering and industrial 
_ projects where every employee has 
to follow a strict program, so long 
as the area of free economic initia- 
tive is large enough to accommo- 
date those who are not tempera- 
mentally suited to strict discipline 
_ in their working hours. 

Taking the country as a whole, 
the limitation of objectives and 
methods to the simple problems 
that are so well solved by modern 
engineering technique seems hard- 
ly possible. We suffer from mal- 
adjustments in the distribution of 
income, in the allocation of eco- 
nomic authority among various 
- groups, and in the relation of eco- 
nomic: to political power. All 
these maladjustments need plans 
- for their amelioration, but the spe- 
- cific objectives are not simple and 


_ the materials do not behave accord- 


‘ing to natural laws that are known 
_ in any mathematical language. The 
- national objectives in these respects 


are of a high order of abstraction. 


_ They involve questions as to the 
‘liberation of certain human in- 
~ stincts and desires by the suppres- 
sion of other instincts and desires ; 
and in the end they involve our cor- 
rect or incorrect conception of the 
meaning of our national life and 
The engines of mathe- 
_ matics cannot run in such thin air. 
When the nation comes to deal 
with the abstract questions of hu- 
man desire and national destiny, the 


most probable technique of plan- 
ning is likely to be similar to the 
technique that we have used in the 
past, with such refinement as we 
may be able to invent. As in the 
past, there will be ruling or leading 
groups or individuals who will 
formulate the desires of the people 
into a program—colored by their 
own desires—and if they can per- 
suade the people to adopt their 
program, whether rightly or 
wrongly, the program will be 
adopted. The difference between 
a dictatorship and a democratic 
leadership is largely one of degree. 
The dictator suppresses his hostile 
critics, and if he makes a fatal error 
in planning what the people want, 
the forms by which he is removed 
are different from those prevalent 
in a democracy. The more flex- 
ible forms of government are per- 
haps likely never to be quite as 
right or quite as wrong at any 
given moment, as the more rigid 
forms. 

In the United States the major 
questions become matters of policy, 
similar in technical status to the 
tariff or immigration policies. A 
planning authority will be chiefly 
concerned with defining the most 
abstract issues, such as credit con- 
trol and differential taxation, in 
relation to the ultimate desires of 
the effective national sentiment. 
The adoption of policies so defined, 
or of others that spring from the 
people themselves, will depend on 
the conflict of pressure groups and 
the resultant of all the forces of 
propaganda and popular thought, 
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overwhelming or failing to over- 
whelm the secret machinations of 
special interests. So the world is, 
and what comes out of it is its plan, 
for good or ill. 

The planning group, in studying 
the high abstractions of economic 
and political policy, will be forced 
to deal with facts, some of which 
appear on the table in the form of 
statistics. “The nature of statistics 
is that they tend to anesthetize the 
higher brain centers. There is con- 
stant danger that the planning 
group may settle into the familiar 
bureaucratic narcosis, in which 
fact-finding and/or administration 
become a sensory-motor reflex be- 
low the level of consciousness. The 
high abstractions representing na- 
tional desire and national destiny 
tend to evaporate. Planning to 
avoid the loss of objective is the 
most essential part of planning. 

At present the political machin- 
ery seems to be our only available 
means for keeping planners awake. 
The President cannot fall asleep 
in stirring times because the de- 
mands of the people beat in upon 
him day after day. So long as free 


speech and some field for free in- 
itiative remain, there is a source 
from which wild congressmen and 
wild citizens can arise to make loud 
noises and stir up the air. 


Planning not only for social con- 


trol of heavily concentrated eco- 
nomic factors, but also for the 
preservation of an area of free in- 
itiative, is related to this necessity 
for constant renewal and reorien- 


tation of the more abstract national ~ 


objectives. A protected field for 
decentralized free business is more 
than just a concession to a silly 
American dislike of discipline. A 
free space is necessary so that there 
may besomewhere where aman who 


has ideas of hisowncan live without — 


too much yessing of the higher-ups. 
There ought to be room for a thou- 
sand queer asses to live uncombed, 
and a million conventional little 
babbits as well, so that the one 
genius who can reorient civilization 
may have a chance to develop. The 


higher abstractions are not in the © 
range of comfortable, established 
authority, and in the long run it is — 


those higher abstract questions of 


policy that determine the course of ] 


history. 
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Price Control and Business Planning 


Yq MMEDIATELY after the In- 
4 dustrial Recovery Act 
was passed representa- 


tives of many industries 


i swarmed to Washington demand- 
ing that the privilege of price con- 
trol be embodied in the Codes of 


ig Fair Competition. If it be assumed 


_ that business men were largely sup- 
porters of the principle of individ- 
~ ual business initiative and free com- 
petition, this trend was truly amaz- 
ie ing. It strikes at the heart of 

laissez faire economics and denies 
the principle that competition 
_ largely unregulated will keep all 
~ economic factors in balance. It 
substitutes a theory of risks affect- 


~ alone. 

Few commentators have at- 
tempted an explicit statement of 
‘the objectives business men were 
more or less consciously seeking in 
‘favoring price control. The dis- 
- cussions of economists centered on 
the validity of price control as an 
_ instrument of planning and the in- 
herent dangers of upsetting rather 
than promoting economic balance. 
An attempt will be made here to 
~ state the objectives of the business 
_ groups favoring price control and 
= the chances for success for the type 
— 
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of industrial planning involved. 
The discussion will apply particu- 
larly to the distribution codes by 
which is meant the codes for retail 
and wholesale trade and for the 
manufacturers of consumer goods 
distributed through -the usual 
wholesale and retail channels. 

The establishment of a Code of 
Fair Competition, considered as an 
act of industrial planning, is an 
effort at reordering the relation- 
ships between economic interests. 
Two basically different points of 
view may be distinguished between 
those who favored price control, ac- 
cording to the point at which they 
located the economic maladjust- 
ment which they were seeking to 
remedy. One group, notably 
those representing exceptionally de- 
pressed industries such as coal and 
lumber, considered the basic mal- 
adjustment to lie between indus- 
tries. Price control, they deemed 
to be essential because unregulated 
price trends had reduced the value 
of coal and lumber to a very low 
point as compared with the prod- 
ucts of other industries. Generally 
speaking, such industries presented 
the same proposal as an answer to 
their problem. This took the form 
of code provisions prohibiting mem- 
bers of an industry from selling 
their products below cost. 


20 PLAN AGE : 


Other business groups held that 
the basic maladjustment so far as 
they were concerned, lay between 
the various elements making up the 
same industry. This view point 
was formulated as the issue be- 
tween the small business man and 
the large business man and the issue 
between the producer and the dis- 
tributor. Those sharing this ap- 
proach came to favor price control 
devices arising from a common 
principle. This was the principle 
of abolishing or restricting price 
discrimination. 

The experience with administer- 
ing the principle of no sales below 
cost has so far been largely an un- 
happy one for both the NRA and 
industry. Some of the industries 
which were most aggressive in seek- 
ing this type of code provision in 
the first instance, are pretty largely 
disillusioned with it as a practical 
device. The first obstacle was the 
lack of any general knowledge of 
sound cost counting methods in 
industry and, in many cases, the 
undeveloped state of the methods 
themselves. Not only was there a 
lack of uniformity of methods but 
it soon developed that there was 
the widest variation in actual costs 
no matter how carefully accounted 
for. ‘The cost of materials used by 
competing plants varied according 
to date of purchase, source, and 
character of buying arrangements. 
As to overhead, two plants which 
looked exactly alike might in the 
one case be held by the original 
owner, and in the other by an 
owner who had bought the prop- 


erty at a bargain price as a result 
of bankruptcy. The labor element 
of cost was presumably equalized 
somewhat by the adoption of hour 
and wage provisions, yet the labor 
provisions in themselves in many 
cases tended to disturb the balance 
of competition between manually 
operated plants and mechanically 
operated plants. All of these facts 
and many related difficulties have 
shown that the prohibition of sales 
below cost could hardly be relied 
on as a practical working principle 
of price control. 
A more serious objection chald 
any of these administrative difficul- 
ties is the nature of the end results 
toward which the application of 
this principle pointed. Cost, being 
found to be an extremely elastic 
concept, became a question of arbi- 
trary decision as to which cost ele- 
ments were allowed in a given case. 
Approving a cost definition for an 
industry in the last analysis be-— 
comes a social evaluation of that — 
industry. If the trend had pro- 
ceeded to its ultimate development, 
cost definitions would finally have — 
been approved for all industries. 
By the very act of listing the ele- 
ments which each industry was 
permitted to charge into cost, a 
foundation would be laid for an 
economic dictatorship of the most 
arbitrary sort, settling the fate of - 
individual priducities by its own 
edict. The type of economic struc- 
ture which would eventuate would 
be definitely a cartel system. The 
cartel plan attempts to stabilize 
profits for certain industrial groups _ 
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in the midst of general instability. 
_ An additional danger here would 
lie in the fact that if the plan could 
_ be made workable at all, a central 
- economic agency would be parcel- 
ing out profits to favored groups 
guided solely by its own whim. 
The second principle, namely, 
that of restricting the range of 
price discriminations, while touch- 
ing the first at some points, was dia- 
. metrically opposed to it at others. 
E It has long been recognized that 
price discrimination is a favorite 
weapon of monopoly. ‘Thus a 
clause was incorporated in the 
f _ Clayton Act directed at the limita- 
Ps tion of price discrimination, but it 
ie has never been effective. Pertians 
i one of the greatest lacks was just 
iE 
g 
: 


‘such a means of working out the 

detailed application of the principle 
as is offered by NRA codes. As 
oY opposed to the first principle, which 
Bi is directed largely at the relations 

_ between industries, the principle of 
e Biimiting price discrimination is in- 
' tended to bring about more equit- 
able relationships between elements 
‘in the same industry. It is the 
_ chief hope for the small enterprise 
‘in both manufacture and distribu- 
tion. The small enterpriser in 
- manufacture frequently counts on 
- disposing of his product to a large 
: distributor who takes over the 

function of maintaining a market 
fi for the product. He sells his prod- 
uct at a low price because he does 

~ not have heavy selling expenses and 
is willing to accept a small margin 
of profit if he is assured of dispos- 


e ing of his entire output. The ee 
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manufacturer can swiftly take this 
market away from the small busi- 
ness if unlimited price discrimina- 
tion is permitted. The small enter- 
priser in distribution is just as ad- 
versely affected. If his large com- 
petitor is able to demand price 
concessions from the supplier which 
are greater than can be justified by 
differences in the cost of services, 
the small man begins the competitive 
race under aserious handicap. Large 
enterprises in manufacture and dis- 
tribution are thereby pooling their 
resources to drive out the small 
competitors of both. The monop- 
olistic effect is aggravated when the 
distributor discriminates in the cost 
of his distribution service. This he 
does, when he resells the product 
of one manufacturer at his pur- 
chase price while selling another 
with a markup which is greater 
than that required to cover the cost 
of handling it. Relationships of 
reciprocal discrimination between 
large suppliers and large distribu- 
tors, is one of the most powerful 
forces making for monopolistic 
control of business. 

The elimination of price dis- 
crimination seems capable of 
achieving all that is sound in the 
program of those supporting the 
principle of prohibiting sales below 
cost. Many industries have worked 
themselves into the anomalous posi- 
tion of selling their output below 
cost, through following discrimina- 
tory price practices. Few business 
men start out wilfully to sell their 
whole output below cost. Instead, 
they favor one group of buyers with 
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price discriminations in the hope of 
making it up by higher prices to 
other classes of customers. Since 
this practice is pursued competi- 
tively, each enterpriser is likely to 
find at the end of the year that he 
has been forced to give price con- 
cessions on a greater portion of his 
volume than he had originally in- 
tended. When his whole volume 
is considered, he finds that he has 
been selling below cost, a result 
which would have been less likely 
to occur if his use of price dis- 
crimination had been limited in the 
first place. 

The use of the principle of limit- 
ing price discrimination moves with 
the current of progressive develop- 
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ments in distribution. To the 
extent that discrimination can be 
eliminated, types of distribution 
will survive on the basis of operat- 
ing efficiency alone. ‘The restric- 
tion of discrimination favors the 
growth of commercial cooperatives 
which will in turn be a factor for 


still further restriction of price dis- 


crimination. Instead of attempt- 
ing to freeze profits for certain 


groups in the system, the applica- — 


tion of this principle is especially 
favorable to stabilizing operations 
on a non-profit basis, particularly 
in the distribution field. It would 
be a moderate but sure step toward 
an economic structure in which the 
scope of the profit motive was 
limited. 
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In April, Covici Friede, pub- 
‘lishers, will bring out a volume 
under the title “On Economic 
Planning.” This will include the 
papers presented at the conference 
called last November by the Inter- 
national Industrial Relations In- 
stitute. The conference elicited 
| the services of about thirty persons 
| interested in the field of economic 
and social planning. 

Miss M. L. Fledderus, Direc- 
‘tor of the IRI, of The Hague, 


She declared that the Institute by 
its composition and method of 


Be on the aims of the Institute. 
work assists in relating science to 
practice and practice to science. 
. She asserted that world interde- 


“pendence is an established fact. 


“No nation today can be self-sufh- 
cient, even if it has natural re- 
» sources in abundance. 
Harold B. Butler, Director of 
_ the International Labor Organiza- 
tion in Geneva, stressed the fact 
that economic planning must neces- 
sarily take into account the desires 
and objectives of the mass of peo- 
ple. “The last four years,” he con- 
tinues “seem to have introduced 
transformations that modify the 
outlook of over three-fifths of the 
world’s population.” 

Ee LNs 
— Alfons Goldschmidt, of the Uni- 
versity of Peipsig, Cordoba in 
Argentina, and the National Uni- 


versity of Mexico, pointed out that 
the purpose of planning is to recon- 
cile the conflicts between produc- 
tion and consumption. He distin- 
guished between two types of plan- 
ning, static and dynamic. 

Another speaker, Maxwell S. 
Stewart, Associate Editor of The 
Nation, believed that a generaliza- 
tion can be made to the effect that 
labor not only has suffered more 
than its share in the depth of the 
world crisis but has invariably 
lagged behind other groups in 
enjoying the fruits of recovery. 

Simon Kusnetz, National Bu- 
reau of Economic Research, was 
authority for the statement that 
national income produced declined 
from 1929 to 1932 by slightly more 
than 50 per cent of its value in 
1929, while national income paid 
out declined by about 40 per cent. 

David C. Coyle, consulting engi- 
neer, appeared to agree with Mr. 
Butler that planning must please 
the people. Mr. Coyle discussed 
in detail the value of the right 
kind of public works. 

M. L. Wilson, Assistant Secre- 
tary of the Department of Agri- 
culture, dovetailed some of his re- 
marks with those of Mr. Kusnetz. 
He declared that the purchasing 
power of the nation’s agricultural 
population fell away so that in 
1932 it was less than 50 per cent 
of its pre-war ratio. 
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The former general counsel of 
the National Labor Board, Mr. 
Milton Handler, discussed Section 
7 (a) of NRA. He believed that 
Section 7 (a) must be backed by 
new legislation if it is to have 
proper enforcement. 
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A feature of the conference was 
a symposium of rank and file work- 
ers giving their impressions of the 
New Deal and the NRA. ‘The 
consensus of opinion was that NRA 
had been an ineffective experiment 
in so far as relief of workers goes. 

George Soule, editor of the New 
Republic, discussed the national 
economic policies of the adminis- 
tration and referred to them as a 
series of disjointed undertakings 
rather than a co-ordinated attempt 
to plan for a whole economy. 

Walter N. Polakov, consulting 
engineer, defined planning as a 
process tending to reduce the ele- 
ment of chance, and he set up as 
the first requisite of wise planning 
an accurate knowledge of the exist- 
ing means of production. 

Earl Browder, general secre- 
tary of the Communist Party in the 
United States, declared that social 
economic planning takes us beyond 
the boundaries of capitalism, and 
advocated a plan for the United 
‘States devised by workers and 
technicians. 
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Mary van Kleeck, Associate 
Director of IRI, set up three basic 
assumptions involved in social 
economic planning. 
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“1. That the United States has 
resources, in raw materials, in 
technological equipment and in 
knowledge and skill to achieve a 
progressively rising standard of 
living for all its people, and to give 
to other nations what they need 
from us, is amply demonstrated by 
all analyses of the facts. 


“2. But retardation of economic 
development, made evident in in- 
dustrial depressions periodically 
and in poverty which is continu- 
ally the lot of masses of the work- 
ing people, is clearly as much a 
characteristic of the economic life 
of this nation as its potentiality for 
higher standards. 


“3. An examination of sccem 
economic planning must therefore 
include fundamental investigation 
of the causes of this apparently 
inherent factor of retardation 
which turns possible abundance for — 
all into scarcity for many.” 
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A member who has been working _ 
in the field of the cultural history of 
planning in the United States for — 
several years volunteers this point 
of view: + | 

“I believe that we have much 
more of a history in this respect — 
than is generally appreciated, and _ 
that a knowledge of this should be | 
an important part of the ‘usable 
past’ available to our citizens gen- 
erally. I am much impressed with 
the importance of evidence of this’ 
attitude to be found in the various 
regions and economic enterprises _ 
in this country as well as of cour 
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in governments, and all sorts of 
cultural organizations. 

“One immediately useful thing 
for the teacher would be a list with 
some reference to content of the 
various courses in the field which 
have developed in the past fifteen 


AAA 


- Harold L. Butler, director of 
_the International Labor Office, sets 
certain definitions upon national 
' planned economy in his annual re- 
port just submitted to the Labor 
Section of the League of Nations. 
He declares: 

“From the experiments already 
made, however, one further infer- 
ence of some importance may be 
drawn, namely, that planned econ- 
-omy and an organized industrial 
system do not necessarily require a 
special type of political constitu- 
tion for their realization. Every 
piece of legislation under whatever 
form of Government involves some 
interference with individual liberty 
in the general interest, but, as in- 
-numerable instances have proved 
in the past, such interference can 
be introduced by consent as well 
as by compulsion. As has already 
been shown in the cases of Aus- 


| tralia, Great Britain and the 
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United States, very far-reaching 
measures have been taken for di- 
recting and organizing the eco- 
nomic life of the community by 
democratic Governments and by 
the use of democratic procedures. 
These instances encourage the be- 
lief that the necessary degree of 
order and public control can be 
achieved by means of free discus- 
sion and agreement as effectively 
as by other methods. It may be 
that a prolonged political education 
is required before democracy be- 
comes capable of imposing the self- 
discipline required, but past his- 
tory, both of war and peace, 
affords ample proof that free insti- 
tutions are not incompatible with 
clear policy or strong executive 


action.” 
FAS YAS, TAN 


In order that the volume year 
might coincide with the calendar 
year, we have designated the De- 
cember, 1934, issue of Plan Age 
as No. 1A. January is No. 1B, 
and February No. 2. 
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Any members who have not re- 
ceived both issues of Plan Age and 
want a complete file can obtain the 
numbers by writing in to the office. 
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(Selected Bibliography of Books and Pamphlets on Economic and 
Social Planning) 


Continued from January 
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HE TRUSTEES of the National Economic and 
Social Planning Association suggest mem- 
bership to persons interested. 


@ Where economic discussion groups are 
already formed, and wish to turn to the planning 
aspects of national economy, the trustees suggest 
that these discussion groups affiliate with ESPA. 


Q It invites the formation of committees to 
survey and describe local, state and national 
planning activities. 


® ® ® 


APPLICATION FOR MEMBERSHIP 


National Economic and Social Planning Association, 
744 Jackson Place, 
Washington, D. C. 


Gentlemen: Please accept my membership in the 
Association. I enclose $2.00. 
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A National Inventory 


By 


LEWIS L. LORWIN 


cently published a num- 
ber of highly interesting 
and important reports 
bearing on problems of national 
‘planning. The studies summarized 
in these reports were started by the 
former National Planning Board, 
organized in July, 1933, under the 
-PWA, and by the Mississippi 
Valley Committee appointed by the 
President about the same time. 
These studies have been continued 
-and expanded by the National Re- 
sources Board which took the place 
of the National Planning Board on 
“June 30, 1935, and which is set up 
“now as an independent agency re- 
sponsible to the President. 
ei Five of the reports so far pub- 
ished deserve special attention. 
They are: 
1. Final Report, 1933-34, of the 
National Planning Board, includ- 
ng a Digest of National Planning. 
2. The Report of the Mississippi 
Valley Committee. 
3. Report of the Land Planning 


Committee of the Land Section of 
‘the National Resources Board. 
A 24 


4, Report of the Water Plan- 
‘ning Committee of the Water Sec- 
tion of the National Resources 
Board; and 
5. The Report of the Planning 


— 


Committee on Mineral Policy of 


the National Resources Board. 

These five reports and several 
smaller ones are summarized in a 
document published on December 
1, 1934, under the title National 
Resources Board—A Report on 
National Planning and Public 
Works in Relation to National Re- 
sources and Including Land Use 
and Water Resources with Find- 
ings and Recommendations. 

There can be no question about 
the high technical standards of the 
reports listed above. ‘They have 
been prepared by trained men who 
have given thought to their respec- 
tive problems for many years. In 
knowledge of facts, in grasp of 
problems, and in comprehension of 
possible solutions, these reports 
illustrate once more the high degree 
of technical training for plan- 
ning public policy which can be 
found in some of our government 
departments. 

The general point of view which 
underlies these various reports can- 
not but commend itself to those 
interested in comprehensive and 
consistent policy-making. In the 
summary document mentioned 
above, the National Resources 
Board states this point of view in 
a lengthy foreword from which we 
quote the following passages : 

“Our national democracy is built 
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upon the principle that the gains of 
our civilization are essentially mass 
gains and should be administered 
for the benefit of the many rather 
than the few; * * *. 

“An examination of the reports 
upon land, water, minerals, and 
public works, respectively, shows 
the importance of considering these 
special factors in their relations to 
one another, and to economic and 
governmental problems as well. 

“Tt is the special purpose of the 
National Resources Board to bring 
together these and other social in- 
terests, sets of data, and principles 
of action, and to consider them 
from the over-all position of na- 
tional policy. In so doing, we 
should guard against too narrow a 
view of the possibilities of natural 
resources development, attractive as 
they are. ‘The economic crisis in 
the United States was not caused 
by erosion * * *; nor is unem- 
ployment due chiefly to lack of ade- 
quate flood control * * * It 
is too much to suppose that the 
proper development of our drain- 
age basins will of itself solve the 
problems of the perplexed body 
politic. 

“The problems centering around 
land and water cannot be solved in 
these terms alone, but require for 
practical and successful treatment 
a full consideration of the broader 
but closely related aspects of agri- 
culture, industry, labor, transpor- 
tation and communication, health, 
education, public finance, govern- 
mental organization. 
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“Finally, human resources and 
human values are more significant 
than the land, water, and minerals 
on which men are dependent. The 
application of engineering and tech- 
nological knowledge to the reor- 
ganization of the natural resources 
of the Nation is not an end in itself, 
but is to be conceived as a means 
of progressively decreasing the bur- 
dens imposed upon labor, raising 
the standard of living, and enhanc- 
ing the well-being of the masses of 
the people. It follows that the so- 
cial directives back of such techni- 
cal programs should be developed 
by persons competent by training 
and point of view to appraise the 
human values involved.” 

_ This issue of Plan Age presents 
a summary and an appraisal of the 
main reports in terms of their own 
premises and outlook. ‘The ques- 
tion that is suggested by the articles 
of our distinguished contributors is 
—whether any specific recommen- 
dations and policies in the special _ 
areas of natural resources can be 
effectively devised and carried out — 
without correlated changes in eco- 
nomic and social institutions. In 
other words, a national inventory, | 
to serve as a basis for effective pol- _ 
icy making, must be made in terms _ 
of a definite standard of social | 
values. National stock taking must | 
thus also include an examination of 
the potential use of resources under 
various schemes of industrial and 
social organization. As we con 
tinue exploring our national posses- 
sions, we shall realize more clearly 
that there lies our basic problem. 


_ A Basic Document on the Mississippi Valley 


By 


H. S. PERSON 


of its report the Missis- 
sippi Valley Committee 
refers to its assignment 
as one to “make a plan” for the 
development of the water resources 
within the drainage area of the 
great river, this statement should 
be considered rhetorical. In the 
‘introductory letter of transmittal 
the resultant document is accu- 
rately described as a “report on 
principles, policies, conditions and 
water in the Mississippi Drainage 
Area.” This distinction is impor- 
tant, for obviously the Committee 
could not start from scratch and 
within the seven or eight months 
"devoted to the task create a formal 
_ plan. Planning must be preceded 
_ by definition of objectives, dis- 
covery of conditions, and formula- 
tion of principles. This report is 
essentially a report of progress 
_ concerned with such basic matters. 
_A definitive plan must await. not 
only further studies which are be- 
ing pursued by the Committee in 
“its new status as the Water Plan- 


ning Committee of the National. 


Resources Board, but also studies 
"being made by the Land Planning 
Committee and other coordinate 
agencies of that Board. 


Therefore as a report on basic 


"matters the document is concerned 


if 


primarily with engineering analyses 
of material things, and with condi- 
tions of human adjustments to or 
use of them. These engineering 
analyses are consistently approached 
with the assumption that water 
resources exist for the benefit of 
man; not individual men, but man 
collectively. The report might 
well be characterized as a study in 
relationships; first, of relationships 
between physical factors—precipi- 
tation, infiltration, run-off, floods, 
low water, erosion, vegetative 
cover, etc.; and second, of rela- 
tionships between these things and 
human life—domestic, agricultural 
and industrial uses, pollution, navi- 
gation, hydro-power, erosion con- 
trol, recreation, etc. The Com- 
mittee has stated this concept ot 
relationships at length in the fol- 
lowing words: 

“At the outset it should be fully 
recognized that planning for the 
most beneficial utilization of the 
water resources of the Mississippi 


Valley requires that the region be 


viewed as an integral part of a 
continent as well as by itself as an 
integral whole; that development 
of water resources must be related 
to development of other physical 
resources; that development of any 
phase of the water resources must 
be considered in relation to all 
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other phases; that physical factors 
must be evaluated in terms of cul- 
tural and economic conditions and 
influences; and that these influ- 
ences must be appraised not merely 
in terms of today but of present 
trends and our vision of the future. 

“Logical planning for any one 
phase necessarily means planning 
on a much wider front than for 
that phase alone. It means plan- 
ning for all factors in our social 
and economic environment directly 
or indirectly to be affected. For 
the planning concept is based on 
recognition of the fact that things 
are related to each other; that 
functional developments, like wa- 
ter use and control, are related to 
other functional activities or de- 
velopments; that developments in 
one area are related to develop- 
ments in contiguous and sometimes 
even in remote areas. 

“Whether the subject be flood 
control, low-watercontrol, naviga- 
tion, power, water supply and sani- 
tation, erosion, irrigation, or other 
phases of the water problem, each 
must be considered in relation to 
all the others and to agriculture, 
forestry, industry, and commerce. 

“Only when any one phase of 
the general problem is so treated 
does one discover all its actual and 
potential power to influence the 
future of the Mississippi Valley, 
either positively or negatively. And 
if undue emphasis be given to any 
one functional purpose, there are 
sure to be misfits, wastes, errors, 
even tragic results by reason of 
failure to have planned the pro- 
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gram without well-balanced evalu- 
ation of all integral relationships. 

“The first approach, therefore, 
in planning for any one phase of 
the water problem, is to establish a 
frame of reference whereby con- 
sideration of that particular phase 
and the resultant plan may be a 
logical and consistent expression of 
all the relationships between all the 
factors involved.” ; 

Accordingly, the report is a basic 
document concerning the behavior 
of water, such as erosion and 
floods ; the relations between water 
and other natural factors, such as 
forests and other vegetative cover ; 
man’s use and misuse of water, 
such as farm practice, irrigation, 
fresh water supply and pollution; 
and regional experiences with re- 
spect to these in relationship, as in 
the Upper Mississippi or the Mis- 
souri sub-basins. ‘The report ends 
with chapters on the technique of 
planning and problems of plan- 
ning, indicating that in the Com- | 
mittee’s judgment further study _ 
and organization for planning the © 
most beneficent development of 
the water resources of the valley 
are still to be arranged; that this _ 
document is not offered as a basis _ 
for immediate legislative and ad- | 
ministrative action, but as a first | 
step only in that direction. 

The Committee does not present 
a general list of conclusions and — 
recommendations, although the dis- 
cussion of each phase of the water 
resources problem is concluded with : 
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a particular list. However, the fol- 
lowing, derived from a careful 
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reading of the entire document, 


may be fairly presented as a judg- 
ment of the Committee. 

1. Floods, low water, erosion, 
pollution, and diminishing water 
supply for domestic, industrial and 


_ other uses, are a serious menace to 


life, health and property; to the 
economic and cultural stability of 
many localities; and to the eco- 


nomic stability of the nation —di- 
rectly and seriously as in the case 


of erosion, and indirectly in many 


- other instances. 


2. Individualistic utilization and 


- development of water resources is 
no longer tolerable in a country as 
_ densely populated and in a society 
as complicated in relationships as 
- the United States has come to be. 


a 


3. There should be developed a 


policy and technique of Federal, 


g State and local cooperation in the 


development of water resources 
which is based on recognition that 
the waters of a drainage area con- 


_ stitute an organic whole. 


4. The development of a partic- 
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ular local project should be consist- 
ent with a plan of development of 
the entire drainage area to which it 
belongs. 

5. The plan of development of 
any particular project should be 
based on intensive study of rela- 
tionships involved: between water 
use and land use; between one 
water use and another water use; 
between one community use and 
another community use; etc. 

6. In the construction of a par- 
ticular project—say a flood con- 
trol dam and reservoir — provision 
should be made for immediate or 
future other uses, such as low 
water control, provision of fresh 
water for communities, power, rec- 
reation, and refuge for wild life. 

7. In the development of water 
resources by cooperation of Fed- 
eral, State and Local governments, 
costs and benefits—intangible as 
well as tangible—should be deter- 
mined as precisely as _ possible, 
and there should be a national 
distribution of costs among the 
beneficiaries. 


Capacity to Make Plans 


By 


CHARLES A. BEARD 


Committee of the Public 
Works Administration 
was instructed to “make 
a plan for the use and control of 
water within the Mississippi drain- 
age basin, a vast area composed of 
all or parts of thirty-one states.” 
In keeping with this mandate it 
was composed of six engineers, a 
geographer, a forester, and a con- 
sulting economist, with Morris ‘L. 
Cooke, of Philadelphia, serving as 
chairman. Given the instructions 
and the predominance of natural 
scientists on the committee, the re- 
port conforms to prescribed limita- 
tions. ‘This is not saying that a 
narrow outlook prevails or that 
the document is lacking in human- 
istic considerations, but that its 
emphasis has been fixed by the 
instructions and personnel. 

The report falls into three main 
parts: Problem, Background, and 
Toward Solution. The problem 
is divided into two principal sec- 
tions: (1) Water policy—use and 
control of water in streams, flood 
control, low water control, naviga- 
tion, power, water supply and sani- 
tation, and erosion control; and 
(2) Water in relation to land 
use—water and farm practice, irri- 
gation, forestry, wild life conser- 
vation, and recreation. The Back- 


ground treats of precipitation and 
run-off, ground water and the 
water table, and erosion. In ap- 
proaching the solution the com- 


mittee divides the whole Missis- 


sippi basin into five sub-basins, 
each with certain distinct char- 
acteristics. Then it deals with 
agencies of control and with plan- 
ning. At the close is a picture of 
the Valley of the future, as it will 
be if past trends continue and as 
it may be if imagination, tech- 


nology, and effort are brought in 


to control its development. 
In fact, however, the committee 


has not sharply separated its state-_ 


ment of the problem in terms of 
needs and earth facts from its solu- 


tions in the form of proposals for — 


action. 
problem” 


Nor has it stated “the 
as one comprehensive 


integration of all relevant factors — 


into a formula leading to an 
answer. 


each of which in turn is appended 
a list of suggested actions in the 
nature of a solution. For example, 
the issue raised by floods in con- 
nection with the use and control 
of water in streams is treated by 
itself and then a national flood- 
control policy is immediately pre- 
sented. Likewise at the end of the 
section on low-water control ap- 


“The problem” is broken | 
up into subsidiary problems, to— 
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- pears a brief statement of suggested 
policy. Again, the treatment of 
_ waterways in relation to naviga- 
tion is accompanied by recommen- 
dations, including the establish- 
ment of a waterways Commis- 
sion. So too with water power. 
In this connection the report pre- 
sents a general plan for a conti- 
nental “grid”, uniting public and 
private enterprises and flinging a 
vast network of transmission lines 
_ over regions now untapped. 
As a result of the method em- 
ployed in setting up the report, 
- solutions, conclusions, and recom- 
mendations are not summarized 
topically in any one place for the 
benefit of the reader. The final 
part entitled “Toward Solution” 
does not in truth embrace all the 
recommendations coming under 
that head. Here are bodies of 
fact-statements accompanied by 
many specific and general recom- 
mendations bearing upon separate 
regions and also upon large general 
issues. In short the substance of 
_ the committee’s report does not 
- follow strictly the outline of the 
broad parts. To catch a vision of 
_ “the problem” as the committee 
~ sees it and to draw all elements of 
%: the solution into a common picture, 
_ the reader must study the whole 
report and do his own separating 
and classifying. How many busy 
members of Congress will do this 
and bring the numerous recom- 
mendations into the consistent 
_ whole required for comprehensive 
legislation is a matter for inter- 
esting speculation. 


ee 
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Although the committee doubt- 
less has good reasons for its ar- 
rangements of the materials, lay- 
men interested in concerted and 
immediate action may rightly wish 
for a sharper pointing-up of the 
conclusions. If executive and 
legislative consideration is the 
great thing to be desired, then the 
committee should have summarized 
all its conclusions and recommen- 
dations in one place under particu- 
lar headings, even at the risk of 
some repetition. ‘Then it should 
have associated with its work 
competent lawyers, and instructed 
them in drafting specific and posi- 
tive bills for enactment into law, 
including bills for local and state 
legislatures as well as Congress. 

To this the committee may 
properly retort that such was not 
its mandate. If so then we might 
as well go to the mat at once on 
this report as a contribution to 
what is loosely called “planning”. 
The gentlemen composing _ this 
committee, despite their specialized 
training and interest, are not mere 
technicians. Every page, para- 
graph, and line indicates the broad 
view—the view which includes the 
fundamental fact that human use 
and welfare are the controlling 
considerations in planning. ‘They 
know and explain that land, water, 
people, industries, agriculture, and 
communities are all drawn into a 
complication of relations and activ- 
ities. Nowhere, perhaps, has the 
idea been expressed with more 
vividness and in clearer English 
than in the pages of the document 
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before us. In that respect it is a 
classic. 

My criticism of this report 
comes, then, under two heads. In 
the first place, the mandate given to 
the committee by the higher 
authorities was too narrow in con- 
ception. For this the committee is 
not to blame. On the contrary it 
is to be congratulated for seeing 
clearly numerous issues which 
transcend the limitations imposed 
upon it. The second criticism per- 
tains primarily to arrangement of 
materials and statements. This 
can best be expressed in a proposed 
rearrangement. 

At the very outset I should place 
“the problem,” and state it mainly 
in the language of the committee 
appearing on pages 230-231. Every 
problem in human affairs, and in 
physics, for aught I know, is based 
on an “if.” If one desires to find 
out what is the sequence in a series 
of connected relevancies, then a 
problem arises. If one wishes to 
prevent something from happening 
or to induce a series of sequences, 
then something must be done. Such 
is the nature of a “problem.” 

On page 230 the committee says: 

If certain present day trends were 
to be projected unaltered into the 
future the map (of the Valley) 
would be a sorry one. We should 
be compelled to show increasingly 
large stretches of once fertile lands 
stripped of their life-giving humus, 
rivers breaking forth in floods of 
increasing severity as the denuded 
slopes permitted an ever-swifter 
run-off, industry and agriculture 


becoming ever more precarious, and 
the life of the people becoming more 
and more disorganized, and a 
steady increase of farm tenancy and 
economic dependency.” 

In short form, does the Govern- 
ment of the United States desire to 
see a vast section of the country 
sink into physical ruin and social 
decay? If it does not then some 
things must be done and others may _ 
well be done. Or the case could be 
stated in another way: Does the 
Government of the United States 
want to prevent the material re- 
sources of this region from disinte- 
grating and to see them efficiently 
used in the production of wealth 
and good living? ‘Then certain 
things are calculated to bring about 
this end. There is the problem and 
there is the solution. For the tech- 
nical aspects engineers are compe- 
tent to present blue prints. 

This may seem like quarrelling 
with the committee on _ petty 
grounds, but let us consider the as- _ 
sumptions from which the criticism — 
proceeds. 

The conception of planning in its _ 
larger and more comprehensive — 
aspects is relatively new in Amer- | 
ican thought. If we believe that it 
has a role to play in the rehabilita- 
tion of economic life and promoting 
the efficient use of our natural en- — 
dowment, then we must desire to — 
see it presented to public authorities _| 
and citizens in the best light—in a _ 
way to induce action. There is — 
great danger that enormous docu- | 
ments based on the conception but _ 
neglecting the logic and psychology 1 
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of presentation may confuse the 
public, fail to educate those who 
need education, and in time make 
the term “planning” a synonym for 

_ moonshine. 
Planning is a noble conception. 
_ Capacity to make plans calling for 
deliberate adjustments to new cir- 
_ cumstances seems to be one of the 
chief distinctions between man and 
the lower animals. Certainly it is 
a capacity absolutely requisite to 
the functioning of a great techno- 
- logical society. If it is to be kept 
_ alive and developed, then more con- 
sideration must be given to its un- 
derlying problematic assumptions, 
and to popular presentation and 

_ exposition. 
Ina strict sense this is no criti- 
cism of the committee’s report at 
all. It has done its work, in its 
_ way, and under its limitations. The 
~ result is a masterpiece of technical 


i 
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analysis. The maps, charts, and 
graphs are admirably done. ‘The 
spirit of the thought leaves nothing 
to be desired. And, though objec- 
tions may be offered to many spe- 
cific recommendations, the volume 
as a whole is a great contribution to 
thinking about public policies and 
to the literature of planning. With 
a little rearrangement and pointing 
up it might smash its way into na- 
tional consciousness. In its present 
form its appeal is narrow. Only 
determined and energetic students 
are likely to plow their way 
through the document and grasp its 
poignant meaning for American 
life. It is, to use a figure, a beau- 
tiful piece of artillery but it does 
not drop a shell squarely in the cen- 
ter of the indifference, obfuscation, 
and greed which block the way to 
the conservation and efficient use of 
our resources and technical arts. 
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Fundamentals of Land Planning 


By 


GEORGE S. WEHRWEIN 


comprehensive 
body of material ever 
assembled in this country 
on this subject”, says the 
letter of transmittal of the Land 
Planning Committee in submitting 
this Report to the National Re- 
sources Board. ‘This is no exag- 
geration. Every section of the re- 
port has been prepared by men 
thoroughly familiar with their field 
and presented in a brief, yet com- 
prehensive, form. It has gotten 
away from generalizations. Maps 
and tables show the area, extent 
and location of the land problem 
treated in each section. Forest 
land can serve as an illustration. 
Maps are presented to show the 
present location of mature timber, 
second growth forest, restocking 
and non-stocking areas, commer- 
cial, protection and farm forests. 
In the recommendations figures are 
presented showing the acreage rec- 
ommended for intensive, extensive 
and protective management by 
private owners and by various types 
of public ownership ranging from 
municipalities to the federal gov- 
ernment. Maps indicate the loca- 
tion of these areas. ‘The same defi- 
niteness is to be found in the treat- 
ment of erosion, recreation, wild 
life, resettlement of agricultural 
land and other problems. 


The first part of the Report 
deals with conditions and tenden- 
cies in population, industrial em- 
ployment and mechanical progress 


in agriculture in their relation to 


major land requirements. The con- 
clusion is reached. that we must 
set up land requirements for about 
141 million people by 1960; after 
this time a decline is anticipated. 


Land requirements, however, will — 


be affected by the restoration or 
non-restoration of urban employ- 
ment. ‘The conclusion is reached 


that “the balance of probability — 


seems to point to a considerable 


amount of unemployment for a | 


number of years.” The Report sug- 
gests that plans be based upon a 
middle course midway between 


complete restoration of industry _ 


and its resulting heavy rural-urban 
exodus, and little or no recovery of 
urban employment with a complete 
“backing up” of rural population. 

The addition of about 20 million 
people to our present population 
will call for about 25 to 27 million 


additional crop acres. However, a 
shift in agricultural areas is in 


progress. New crop land has to be 
found to take the place of sub- 


marginal land now being retired, 


making necessary 55 additional 


million acres instead of 27 million — 
acres as the above estimates would 
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‘indicate. A valuable part of the 
Report deals with the probable 
‘source of this new crop land. Plow- 
able pasture, cut-over lands, irri- 
gable and drainable lands are com- 
pared and analyzed, especially with 
respect to the cost of reclamation. 
Land use problem areas have 
been delineated and mapped by the 
land planning consultants of each 
state, and the results of their work 
sare presented in the Report with 
_ recommended readjustments. These 
readjustments consist mainly of 
withdrawal of agricultural lands 
from submarginal areas, increasing 
the size of the farm to secure a 
“more economic unit, and the con- 
trol of erosion. Some question 
might be raised about the desira- 
bility of some features of this pro- 
gram, especially in connection with 
enlarging the farm unit if we 
should be faced with considerable 
‘backing up” of farm population 
with a trend toward self-sufficing 
fe agriculture. 
- It is recognized in this Report 
that the policy of moving people 
from submarginal land to good 
land is not enough. Measures are 
recommended to prevent a repeti- 
tion of the mistakes of the past. 
Among them are the complete 
_withdrawal of the public domain 
from entry, already partly accom- 
plished by the Taylor Grazing 
“Act. Classifying land on the basis 
of its value for agriculture and 
“making these facts known should 
be backed by state and county zon- 
_ing, which will prohibit settlement 
on non- -agricultural land and pre- 
“vent excessive costs for govern- 


mental services. ‘The purchase of 
easements by the government to 
withhold land from settlement, 
modifying grants-in-aid and vari- 
ous forms of regulation of settle- 
ment are outlined in considerable 
detail. 

In view of past policies with 
respect to reclamation, it is sig- 
nificant to note that economic feasi- 
bility and careful investigation by 
several cabinet departments are in- 
sisted upon before new federal 
projects are undertaken. Local- 
ities shall also help bear costs of 
such projects in proportion to bene- 
fits received. 

The problems of the range land 
are succinctly stated, and complete 
regulation recommended such as 
set forth in the Taylor Act. In 
line with the Wheeler-Howard 
Act, a policy for the restoration of 
tribal ownership-and the ultimate 
addition of 26 million acres of land 
for the use of the Indians is 
recommended. 

Commercial forest requirements 
were determined on the basis of 
past consumption, but it was also 
kept in mind that demands are 
flexible, depending on abundance 
and availability or scarcity as re- 
flected in price. They were also 
worked out on the basis of regional 
needs for timber, protection and 
recreational purposes. The policy 
of setting up requirements on a 
regional instead of a national basis 
is somewhat open to question. 

No addition in acreage to the 
present acreage is contemplated in 
setting up the forest area of 1960. 
It is recommended that 295 million 
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acres be handled under intensive 
management, 150° million acres 
extensively, and 64 million acres as 
protection forests. All in all, some 
471 million acres are focded for 
watershed protection, but much of 
this area can be used jointly with 
commercial forests. 

To secure the requisite efficiency 
of management, it is recommended 
that the 171 million acres now in 
various forms of public ownership 
be increased to 358 million acres 
by 1960. A place is made for pri- 
vate forests (257 million acres in 
1960) on areas not seriously de- 
pleted by fire, and where private 
enterprise has the best opportunity 
to engage in forestry. Government 
regulation and encouragement are 
suggested, with public ownership 
as the alternative should private 
enterprise fail to meet the test. 

While this area of land man- 
aged as indicated above should give 
us an adequate timber supply by 
1960, we may experience a period 
of scarcity between the period of 
exhaustion of virgin timber and the 
harvest of timber crops from the 
restored forests. 

Recreational land requirements 
are difficult, if not impossible, to 
set up in terms of acreages. How- 
ever, the Report makes a careful 
estimate of requirements in terms 
of municipal, county, state, and 
national recreational areas, and for 
wild life of all types. 

The last part deals with policies 
of acquisition of public land, tax 
delinquency and with procedure 
and organization of governmental 
activities. The interrelation of 
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federal, state and local activities is 
recognized and the need for inte- 
grating programs within the federal 
government and between the vari- 
ous public agencies is stressed. 
The Report is a landmark in 
our thinking with respect to landed 
property. Past land policies and 
land philosophy were based upon 
the desirability of private property 
with the least possible interference ~ 
from government as to its utiliza-_ 
tion. We believed that this meant 
not only the welfare of the indi- 
vidual, but the welfare of society, 
the creation of taxable wealth, the 
employment of labor and the con- 
servation of resources. But as one 
reads this Report, one notes that 
it unhesitatingly recommends large 
areas in public ownership for 
recreation and forests with public 
encouragement and regulation of 
private forests, including the reser-— 
vation that public ownership is hel 
next step if results are not forth- 
coming. Past mistakes of a laissez- 
faire policy in bringing farm land 
into use are to be repaired by a 
submarginal land purchase pro-— 
gram, and future mistakes are to 
be prevented by regulation of set- 
tlement, zoning and the like. Even | 
invasion of the farm itself is sug- | 
gested to control and prevent ero- 
sion, but only “if absolutely neces- 
sary’. The present generation ist 
somewhat used to this new philos- 
ophy. To realize how far we have 
come, it is necessary to go back to | 
the 70’s and 80’s of the last century | 
when the spirit of “development” 
and “exploitation” was abroad in 
the land. 
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Mineral Policy 


By 


W. JETT LAUCK 


for Mineral Policy, con- 
sisting of an Inter-de- 
: partmental Committee of 
» ten members, appointed by Presi- 
- dent Roosevelt on April 7, 1934, 
recently submitted a preliminary 
report to the National Resources 
_ Board. It consists of a very com- 
_ prehensive but compact volume of 
approximately fifty pages. As stated 
by the Committee, the report in its 
essence, consists of “a preliminary 
statement of the major elements of 


_ policy, with recommendation for 
action on a few of them, but with- 
out specific recommendations for 
action on many questions which are 
still under consideration,” and 
which will be reported on later. 
t As a matter of fact the work of 
the Committee, even if it went no 
farther, has been invaluable. This 
first report while compact in form 
is inclusive of all fundamental 
facts. Moreover, it reflects cur- 
rent tendencies as to constructive 
reforms, and clearly indicates what 
further policies should be. Its very 
compactness and comprehensiveness 
render it almost impossible of sum- 
_ marization within a brief compass 
of space. The report itself should 
be secured from the United States 
_ Division of Publications, Washing- 
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ton, and read in its entirety by all 
those who are interested in an en- 
lightened policy of conservation 
and development of our natural re- 
source industries. It may be thus 
procured through the mails at a 
nominal cost. 

The salient features of the Re- 
port may be summarized, as 
follows: 

“The fact that mineral resources 
are exhaustible and irreplaceable is 
an essential consideration in a na- 
tional mineral policy. Conserva- 
tion is defined and analyzed. Bet- 
ter coordination of private and pub- 
lic effort is required. 

“Consumption forecasts are the 
cornerstone of planning. 

“Need for control of production, 
price, or capacity discussed for oil, 
coal, copper, lead, and zinc, with- 
out specific recommendations as to 
kind of measures. Need is clearly 
established for coal and oil. En- 
abling legislation recommended. 

“For minerals in deficient supply 
within the United States, encour- 
age development. Methods are 
specified. Discourage use of tariffs 
as a method. 

“Minerals and the problem of 
monopoly are discussed. Antitrust 
laws should be retained and vigor- 
ously enforced, with provision for 
authorizing collective action to con- 
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trol wasteful competition 
public supervision. * 
“Broad extension of Government 
or State ownership is not approved, 
with special exceptions. 
“Development of submarginal 
deposits is to be encouraged only for 
minerals in deficient supply. Ne- 
cessity of making provision for 
permanently stranded mining pop- 
ulations. Relation to land-use 
planning indicated. 
* * 


under 
* 


* 


“States should be encouraged to 
exercise their constitutional author- 
ity to prevent resource waste by use 
of the police power. 

“Government to sponsor scien- 
tific and engineering attack on 
problems of conservation and cost 
reduction. 

“Safety and health of mine 
workers. Protection a primary ob- 
ligation of Government. 

“Federal agencies of mineral ad- 
ministration and their possible or- 
ganization discussed. 

“Foreign policy to be based on 
grouping of minerals into those in 
deficient supply and those in ex- 
portable surplus. Kinds of policy 
recommended to each of these 
groups. 

* * 

“Continue to seek equality of 
opportunity for American nationals 
in development of needed supplies 
abroad.” 

The constructive proposals of the 
Committee have already borne fruit 
in the form of a measure (the 
Guffey-Snyder Bill) for placing 
the bituminous coal mining indus- 


try upon a stabilized, public utility 
basis. Public hearings are now 
being held on this bill by the 
Senate Committee on Interstate 
Commerce. 

Reduced to its essence, so far as 
constructive action is concerned, 
the Report stresses: (1) the need 
for conservation of our resources 
but under government or state con- 
trol rather than ownership; (2) 
the need for social legislation in 
connection with the human element 


of the mineral industries; (3) the — 


need to encourage development of 
minerals in deficient supply; and 
(4) to have a definite foreign pol- 
icy based on minerals of deficient 
domestic supply and of those 
showing a surplus available for 
exportation. 

Throughout the report the 
long range attitude predominates, 
although the special conditions of 
the depression have not been over- 
looked. It is divided into three 
sections: 

1. The need of a national policy, 

2. The policy in the domestic 
field, and 

3. The international aspects of 
mineral policy. 

In the first section, the Commit- 
tee emphasizes the importance of 
minerals in this modern age of 
power. Minerals are described as 
the primary source of both the 
power and the machine. Also, in 
line with this fact, it is stressed that 


the United States, above all other 


nations, produces and consumes the 
largest quantity of minerals. 
In the face of this fact, the Re- 
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port next shows that fundamen- 
tally we are limited physically in 
our minerals, and economically, 
too, due to competitive waste. The 
great need for conservation of our 
resources is constantly emphasized. 
It is conceded that much _ has 
already been done by science, but 
even so, the problem of how to 
prolong the life of our mineral re- 
sources is very serious, for the rea- 
son that the United States is defi- 
’ cient in many minerals necessary 

for industry, both for present and 
future requirements. For others, 
_ such as petroleum, the supply is 
limited to a decade or a few dec- 

ades. Aside from the building ma- 
_ terials, the Report shows that only 
__a few of the minerals such as coal 
and iron exist in quantities suffi- 
- cient to supply the nation for long 
periods, of a hundred years or more. 
Even these basic resources are more 
limited in respect to the higher 
grade ore reserves. 

Faced with an immediate need 
of a solution to the problem the 
- Committee advocates public con- 
trol, either federal or state, only 
_ in so far as it enables industry itself 
to act collectively, and where neces- 
sary to avoid the waste, physical 
and social, of “destructive competi- 
tion.” It points out that the NRA 
_has been a mere starter in this 
direction for the reason that indus- 
trial policies must be worked out 
with a due regard for the inter- 
relation of the different minerals. 
_ The Report, in this connection, also 
_ pertinently adds that a similar lack 
of a unified approach characterizes 
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our activities touching minerals in 
the foreign field. The lack of a 
consistent plan common to all agen- 
cies, the Report finds to be “one of 
the chief needs for public control.” 

Although almost every point 
raised in this connection seems ulti- 
mately to lead to but one answer— 
government ownership—the Com- 
mittee nevertheless does not con- 
sider it wise in the present stage 
of development of public attitude 
and education to go so far, but also 
adds that the future may be quite 
different. Specifically the Report 
states, ‘‘whatever the abstract 
merits of public ownership may be, 
private ownership is so inherently 
a part of the American genius tra- 
dition, and is so firmly entrenched, 
by law and custom, as a national 
policy, that the practical difficulties 
alone of any general reversal of the 
status quo at this late date appear 
insuperable. However, future con- 
ditions cannot be foreseen and the 
committee recognizes the possibility 
that restoration to public owner- 
ship of minerals now privately 
owned may sometime become a de- 
sirable feature of national policy.” 

The present problem in the do- 
mestic field—the Committee finds 
in Section II of its Report—is 
“How to make a wise use of our 
national inheritance with regard 
not merely to the prosperity of the 
mining companies but the welfare 
of the army of mine workers and 
the long-time interest of the con- 
suming public.” It is clearly indi- 
cated that the present surpluses 
represent only a short-time condi- 
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tion, in itself, however, causing 
waste of resources through destruc- 
tive competition and thereby inten- 
sifying the long-time problem of 
mineral deflation. 

The Committee says that “to 
eliminate waste and improve min- 
eral technology so_as to minimize 
the readjustment to a stage of in- 
creasing cost,” it is necessary to: 
(1) to form an economic organiza- 
tion of the mineral industry that 
will minimize the resource wastes 
and the business losses of destruc- 
tive competition ; (2) to revise tax, 
tariff and public land policies in the 
light of their effects on resources 
use and conservation; (3) to en- 
courage states to use police power 
for enforcement; (4) to foster the 
art of exploration, mining and 
~ metallurgy. 

Although the need of raising the 
standard of living of the mine 
workers is outside of this report’s 
field, nevertheless the Committee 
throughout its discussion recognizes 
that in all constructive action the 
liberties, health and living stand- 
ards of the mine workers must be 
regarded as a primary obligation. 

In Section 2 also are given in 
great detail the problems that have 
to be met in the resource industry, 
such as the problem of demand for 
over-development of mines in ex- 
cess of demand which forces re- 
source waste, capital loss, and ir- 
regular employment. 

The Committee next points out 
that domestic problems in connec- 
tion with our natural resource in- 
dustries have been primarily caused 


PLAN AGE 


by the lack of any clear picture of 
or plans for future requirements. 
In this connection, the prevention 
of resource waste—most acute in 
coal and oil—is exhaustively dis- 


cussed. The Committee also gen-— 


erally recommends production con- 
trol of all the minerals. Analytical 


and constructive treatment is also 


extended to (1) conservation prob- 


lems; (2) submarginal minerals 


and mineral laws; (3) minerals on 
public lands; (4). minerals and the 
problem of monopoly; (5) defi- 
ciency of domestic supply; (6) tax- 
ation; (7) scrap metals; (8) 
health and safety. 

The Committee holds that in 


case of all these problems full and 


complete statistics should be made 
available 
and consumers’ stocks as well as 


including consumption 


production and producers’ stocks. — 


As to copper and zinc scrap as well 


as virgin metal, the Committee also 


recommends that the Federal Gov- 
ernment should furnish technologi- — 


cal advice and where possible, 
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should lend encouragement to in-— 


terstate compacts. In Meeting this 
problem they recognize that the | 


‘ 


need of governmental action is nec- 


essary as 
over-production in a few of the 
states is necessarily a part of a 


“the task of controlling — 


Y 


larger task of balancing total na-— 


tional supply against total national — 
requirements. It is one phase of 
the problem of economic stability, 
whose solution seems to require 
the assistance of the Federal 
Government.” 


Our foreign policy, particularly 


4 


MINERAL POLICY \7 


at present, along with the policies 
‘of other nations, the Committee 
points out, seems necessarily to be 
one of strong nationalistic tenden- 
cies. Although the world supply 
of minerals is large enough to sup- 
ply us for some time, ‘‘for each na- 
tion there is danger of exhaustion 
of particular minerals, and all na- 
tions are concerned in the tendency 
of depletion to force an increase in 
-cost, unless the growing difficulties 
~ of nature can be offset by new dis- 
coveries, cheaper transport or ad- 
-vances in mineral technology.” 
Due to existing conditions, the 
- Committee believes that any long- 
range national policy should not 
_ permanently encourage the export 
_ of minerals. 
Along this same line is the feel- 
_ ing that as other nations have done, 
_ we, too, should keep a share of our 
_ deficient minerals to have on hand 
in time of war. ‘These mineral 
° raw materials,’ the Report states, 
; “are not only necessary for a bal- 
anced production in peace time. 
_ They are vitally essential in time 
of war.” The Committee likewise 
recommends the consideration of 
tariff arrangements in the light of 
the extent, grade, location and 
future life of domestic resources. 
_ American interests, the Commit- 
. tee believes, should be protected 
against any attempts to maintain 
excessive prices on our needed im- 
ports through operations of cartels 
and intergovernmental agreements, 
export duties and other devices; 
_ also that the exportation of scrap 
a mould be regulated and restricted, 


and provision made for an adequate 
store of definite metals to be used 
in time of war. 

In spite of the strong existing 
national tendencies, the Committee 
also recognizes the fact that with 
a limited world supply of min- 
erals there should be cooperation 
among the nations and conservation 
achieved in the most fundamental 
sense. “The international spread 
of unit control has been hindered 
and deflected,” the Report says, “by 
various political measures designed 
to preserve the local control over 
domestic industries — tariffs and 
taxes.” 

The Committee believes, how- 
ever, that a considerable degree of 
cooperative action among mineral 
producers in different countries is 
desirable and that it should be en- 
couraged by the Federal Govern- 
ment as a means of combating the 
present trend toward exaggerated 
economic nationalism. It offers: 

1. A means of balancing world 
production with consumption. 

2. Insuring that the cheapest and 
best-located supplies are developed. 

3. Limits over-development of 
low - grade marginal enterprises 
which yield supplies only at high 
cost. 

4, Insures orderly distribution 
and marketing. 

However, it is essential that con- 
suming interest be protected. “The 
responsibility of curbing abuses will 
obviously fall on the stronger na- 
tions with potential supplies. ‘The 
elimination of selfishness in such 
control is probably impossible but 
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at least it is an objective to be 
striven for.” 

At the very end of the last sec- 
tion the Committee touches on an 
exceedingly important point which 
they plan to discuss in their later 
report: that “recognition of the 
great part played by mineral raw 
materials in industrial progress and 
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in national defense, and realization 
of the great inequality of distribu- 
tion of essential minerals among in- 
dustrial nations, have led to many 
suggestions that control of mineral 
supplies by international agreement 
could be used to enforce the keep- 
ing of the peace and to shorten 
wars.” 
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_ The Planning Board Reports 


By 


M. H. HEDGES 


PRI VEN a crisis in capitalistic 
€ ‘ in enterprise, what is to be 
4 done? Usually a program 
| 2 of public works is formu- 
dated. This solution has been tried 
in varying phases in every indus- 
trial country of the world. It has 
been tried in the United States, but 
on no such scale as it was tried in 
the period from 1933 to 1935. 
The distinguishing difference be- 
tween the public works program of 
the United States for the present 
and in the past was the perception 
_of the need for careful planning and 
the appointment by the Adminis- 
“trator of Public Works of the Na- 
tional Planning Board on July 20, 
1933. The work of this Board was 
of two kinds, practical and ex- 
’ ploratory. 
In the practical field it was neces- 
sary for the Board to set up its own 
organization and to discover how 
to serve the Administration of Pub- 
lic Works. The Board worked out 
also a modus operandi for disburs- 
ing the four billion dollars pro- 
vided for public construction. It 
stimulated city, regional and state 
planning activities. It went fur- 
ther and developed methods of 
cooperation between states into in- 
terstate planning. It secured the 
appointment of “a plan for plan- 


ning” committee, a transportation 
ra ‘ 


committee, a construction commit- 
tee, a water planning committee, 
valuable reports of which have been 
made to the President of the United 
States and referred to elsewhere in 
this issue. It recommended the 
permanent organization of a cen- 
tral planning agency for the 
government. 

On the exploratory side the Na- 
tional Planning Board laid out a 
research program which found its 
best description in the designation, 
a plan for planning. 

The research phase of the Na- 
tional Planning Board’s activities 
covers the major part of the report 
now under consideration. One of 
its first tasks was to orient the 
seemingly alien concept of planning 
properly in American History and 
tradition. It sought to translate 
the abstractions of planning into 
familiar American phrases and ob- 
jectives. It found it necessary to 
set up three goals involved in creat- 
ing a plan for planning. These 
goals as stated are: 

“(1) The necessity and value of 
coordinating our national and local 
policies, instead of allowing them to 
drift apart, or pull against each 
other, with disastrous effect. 

“(2) The value of looking for- 
ward in national life, of organizing 
preventative policies as well as 
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remedial, of preventing the fire 
rather than putting it out. 

“(3) The value of basing plans 
upon the most competent collection 
and analysis of the facts.” 

Then turning back to the origin 
of American life, it found that the 
goal of planning was best stated in 
the Preamble of the National Con- 
stitution, where the purposes of 
political association are set forth as 
“Justice, domestic tranquillity, com- 
mon defense, general welfare, and 
securing the blessings of liberty to 
ourselves and to our posterity.” 
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Valuable addenda to the general 


discussion are found in three papers 


prepared by men of standing in the 
field. One is The Role of Science 
in National Planning, prepared by 
a committee from the National 
Academy of Sciences; another is on 
the aid which the social sciences 
may. render to national planning, 
prepared by a committee from the 
Social Science Research Council; 
and finally an energetic and catholic 
discussion of planning in the 
United States and in foreign coun- 
tries by Lewis L. Lorwin and 
A. F. Hinrichs. 


gene 


Planning and the “Moral Urge” 


By 


BROADUS MITCHELL 


SWWINAL Report of the Na- 
tional Planning Board, 
in particular its final di- 
gest, remarkably compre- 
hensive in scope, treats in condensa- 
“tion the American background of 
planning before 1932, planning in 
the United States today, and plan- 
“ning in foreign countries. The 
writers properly “define national 
planning in the broadest sense as 
large and coherent policy-making, 
deliberately implemented in such 
- fashion as will make these policies 
_ effective’. More restricted schemes 
~ they call “partial planning” or mere 
a governmental interventionism. 
_ The report, while mainly fac- 
tual, often and very frankly evalu- 
, ates results. However, the authors 
did not conceive their function to 
_ be that of broad criticism. Many 
important conclusions are implied 
rather than expressed. The pres- 
_ ent reviewer deduces the following : 
In all advanced countries the 
further usefulness of economic com- 
petition is being questioned. Col- 
lectivism is to be viewed in two 
separable parts; the first is the 
drive to eliminate waste and create 
technical efficiency, and the second 
consists of the choice between the 
- various interests which social con- 
trol may seek to serve. Outside of 


the Soviet Union, though with an 


inevitable infusion of class de- 
mands, the main effort in planning 
thus far has been to put stability 
in the place of confusion and col- 
lapse. Rescue has been more im- 
portant than reform. ‘The crisis 
of capitalism has confined attention 
to immediate and limited objec- 
tives. “There has been little com- 
prehension of the social trends. In- 
deed, the theory of planning in 
these countries has been retrograde. 
This is indicated by the emphasis 
upon nationalism, political and eco- 
nomic, and by stress put upon re- 
version to agriculture rather than 
the expansion and rationalization 
of industry and commerce. ‘That 
is, the problem is solved by running 
away from it. The United States, 
in this respect, is in pretty much 
the same category with Italy and 
Germany. The words of these 
authors as to Germany may be ap- 
plied more generally: “It is more 
proper to characterize the economy 
of today as an economy of neces- 
sity than as a planned economy.” 

The cry has been “hold every- 
thing!” There is little therapy 
beyond the straight-jacket. In the 
United States, more than in coun- 
tries lacking’ our natural resources” 
and technological development, the 
government has gone so far as to 
envision construction in terms of 
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destruction. Where the destruc- 
tion has not been deliberate, it has 
been grandly permissive, as in the 
creation of millions of “unemploy- 
ables” and in the idleness and de- 
terioration of productive equip- 
ment. The best of the planners 
of the “New Deal”, in their egg- 
dance between Communism on the 
one side and Fascism on the other, 
have perforce confined themselves 
to narrow and tortuous lanes. The 
report of the National Planning 
Board itself (now the National 
Resources Board), though it is not 
the subject of this review, gives 
abundant evidence of the remark. 
Practiced circumspection ends in 
helplessness. The attempt to get 
balance within what is to remain 
substantially the present economic 
system precludes questioning as to 
the utility of the system itself. 
Confronted with conflicts, the 
Board doggedly urges coordina- 
tion. It fails or refuses to perceive 
that the problems which it has set 
itself involve irreconcilable forces 
and interests which no amount of 
optimism will resolve. These op- 
posites may be obscured but never 
banished by the obscurantism of 
stale scholarship. 

The Board goes so far as to say 
that “it is essential that in any for- 
ward-looking plan there be contin- 
uing consideration and_ intensive 
investigation on the greater ques- 
tions of astronomical research,” 
but it does not descend from the 
stratosphere to ask earnestly 
whether we may have social plan- 
ning while the chief means of pro- 


duction remain in private owner- 
ship and are operated in response 
to the profit motive. The Board’s 
report, in fact, is a mere pedants’ 
parade, learned in matters beside 
the point, and elaborately evasive 
upon the true issue. 

The digest of Lorwin and Hin- 
richs does better, for it passes judg- 
ment as to the accomplishments of 
planning, in this and other coun-_ 
tries, to date. The basis of the 
Russian effort is recognized, though 
not in sO many words, as more 
hopeful than that of planning at- 
tempts elsewhere. In the United 
States the NRA is credited with 
“certain limited achievements con- 
tributing toward recovery”. The 
NRA has given “little considera- 
tion” to “prices as related to pur- 
chasing power or . . . the interre- 
lation between wages, prices and 
returns to capital.” Also, “not 
over a fourth of the code authori- 
ties have been well enough organ- 
ized to function effectively.” As 
to the AAA, “the main object of — 
the act—the attainment and rees-_ 
tablishment of the prewar price 
parity between agriculture and 
industry — was not achieved.” 
Further, “there is evidence that 
the benefits (under the crop con-— 
trol contracts) went largely to 
strengthen the well-to-do elements — 
of the farming population, and did ; 
not help the poorer farmers.” 
There are favorable judgments as _ 
well, but the reader gets the iil 
pression that the authors of this di- ; 
gest are not hopeful of the success 
of “cooperative action between 
the Government, management, 
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‘and labor to maintain a stable 
prosperity.” 
At is precisely the need to guess 
what are the large opinions of these 
reporters after their extensive sur- 
_vey which leaves one unsatisfied, or 
postively dissatisfied. O. Henry 
says somewhere that a beef stew 
without onion lacks a soul. The 
investigators might have under- 
taken to answer the following ques- 
tions: “What is the desirable ob- 
ject of economic planning? What 
are the conditions under which this 
object may be achieved? What are 
the means of reaching the goal?” 
Not only are these questions not 
answered. They are not stated 
clearly. The writers might re- 
spond that the questions imply ad- 
vance commitment to one or 
another line of attack. This is not 
admitted, for the most objective 
-examination—and theirs is admir- 
ably objective—may fairly be asked 
to disentangle conclusion from de- 
; scription. But on whatever ground 
one chooses to take it, do we not 
know, from long and careful scru- 
tiny, to be able to say that this 
method is promising, and that one 
will likely lead to confusion? 
Weare going into the sixth year 
of unexampled depression—unex- 
_ ampled in magnitude, in contrast 
between starvation and surplus, 
between technological progress and 
ethico-social decadence. As one of 
Stevenson’s buccaneers exclaims, 
“How long are we going to stand 
off and on like a blessed bumboat ?”” 
_ Are scholars to be mere reporters, 
_ presenting facts and figures to legis- 
lators and executives with more 
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power than perception? Is caution 
never to find an end? Must dignity 
always be non-committal? Or is 
there not, perhaps, a higher dignity 
in speaking out—seeing that we 
have a crisis—on the basis of what 
we know to date? Patience, in the 
face of the calamitous suffering and 
destruction going on all about us, 
ceases to be a virtue. If we do not 
know now that production is for 
consumption, when shall we ever 
know it? If we do not recognize 
by this time that planning requires 
control, and that control necessi- 
tates the common ownership of the 
means of production, when shall we 
learn the lesson? How many rea- 
sonable human expectations are to 
be dashed before economists commit 
themselves, in word and deed, to 
the abandonment of worn-out in- 
stitutions, and to the construction 
of different ones? 

The reviewer will be accused of 
the evangelical if he declares that 
what most American economists 
lack is a moral urge. He does not 
believe that, taken in its best sense, 
this urge is absent from the pur- 
poses of the authors of this report. 
On the contrary, he is convinced 
that, in accordance with their pro- 
fessions elsewhere, they want the 
fullest utilization of the nation’s re- 
sources to achieve the highest pos- 
sible standard of living for the 
population. His regret is that in 
this instance—whether deterred by 
the injunctions of the Resources — 
Board or otherwise inhibited—they 
have failed to declare the faith that 
is in them, and to state the neces- 
sary means of its realization. 


Miscellany 


The trustees report a gratifying 
and constant increase in the mem- 
bership of the Association. A dis- 
tinguishing characteristic of this 
membership is the willingness ex- 
pressed to cooperate in the com- 
mittee work and the larger objec- 
tives of the organization. 
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Henry A. Wallace, Secretary of 
Agriculture, announces the publi- 
cation of the Land Policy Review. 
This review is described as a pub- 
lication presenting current infor- 
mation concerning national, state 
and local land research planning 
and policy. It looks toward a ‘uni- 
fied, consistent national policy of 
land use as an integral part of an 
effective agricultural adjustment 
program.” 

AAA 


The impelling power of the plan 
concept is exemplified in the an- 
nouncement of the American Li- 
brary Association entitled “A Na- 
tional Plan for Libraries”. The 
plan is announced by Carl H. 
Milam, secretary. It embodies 

“Federation and coordination of 
public libraries in large systems, 
each system to serve a metropolitan 
area, a large county or several 
counties ; 

“Assumption of responsibility by 
the state for public library service 
to all the people in the state; 

“State appropriations to supple- 
ment local library funds or to pro- 
vide a minimum library program; 

“A federal library agency to pro- 


vide nationwide leadership in the 
library movement ; 

“Federal aid to equalize library 
facilities in the several states, so ad- 
ministered as to encourage state and 
local initiative and control ; 

“Certification of librarians under 
state law; 

“Coordination of all library re-. 
sources and services in the interest 
of adult education, scholarship and 
research.” 

NEO. 

C. T. Revere, of Munds, Win- 
slow and Potter, has dug up the 
code of Hammurabi, promulgated 
about 2250 B. C. as the first ex- 
ample of a planned economy. Mr. 
Revere can not think of planning 
as anything else but regimentation. 
His strictures on planning appear _ 
in the February 15 issue of the 
Wall Street Journal. 

LSMN GS 

Charles P. Wood, of Lockwood, 
Green, Inc., engineers, New York, 
spoke before the 36th annual con- 
vention of the Association of 
Southern Agricultural Workers in 
Atlanta recently on the problems 
involved in decentralization of in- 
dustry. Mr. Wood contrasted de- 
velopments in Russia with those in 
the United States. He finds that 
Russia is seeking to centralize in- 
dustry and farms through collec- 
tivization, while our goal appears” 
to be towards decentralization. He 
finds this difference due to a sharp 
disparity between the period of de- 
velopment, industrially speaking, in 
Russia and the United States. 
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Changing Concepts of Economic Security 


By 


A. F. HINRICHS 


{v is almost universally 
j recognized today that 
Zk economic security for the 
SS tea 
a individual depends upon 
“his opportunity to work. A pro- 
gram for social security would 
seem to presuppose a scheme to 
assure the able-bodied population 
opportunities to produce shoes, bed- 
linen and beef-stew. Crisis unem- 
ployment is not an insurable risk. 
In the very statement that the 
risk is or is not “insurable”, we 
carry over the concepts of an earlier 
and simpler existence. The idea of 
a fund—of a store against hard 
times—is at least as old as the 
‘squirrels. Long before Joseph 
gained immortal fame by cornering 
’ the wheat supply of Egypt, these 
busy little rodents were hiding nuts 
in hollow trees against the coming 
snows. The bear was even more 
certain in his search for security; 
he padded his buttocks with ade- 
quate fat to supply the energy 
needed for a long winter’s nap. 
Joseph, the squirrels and the bear 
all made real stores. A Gilbertian 
chancellor may prefer to deal in in- 
_tangibles such as “an affidavit from 
ea thundershower”, but squirrels 
have stuck to storing nuts rather 
than the I. O. U.’s of a chestnut 


tree. 


~ Men also in a day not so long: 


past sought tangible guarantees of 
security. My great grandfather 
had a large measure of security. 
He favored a society that would 
protect his claim against other men 
to the exclusive use of 200 acres of 
fertile land and woods. Bit by bit, 
as current surplus allowed, he 
freed his title of all encumbrances. 
This freehold and the goodness of 
nature guaranteed him shelter, 
food and fuel, so long as_ his 
strength lasted. A fairly numer- 
ous progeny, family affection and 
an accepted responsibility of chil- 
dren for aged or infirm parents 
further guaranteed his security. 
To guard against the seasonal 
shortages and to equalize the good 
years and the bad, he—like the 
squirrel—hoarded hams and _ba- 
cons, yellow corn, dried and fresh 
fruits, vegetables and sauerkraut, 
preserves and wheat. These stocks 
were transient. After he was fifty, 
his stout boots and suit would have 
lasted out his life. His great 
grandchildren still enjoy remain- 
ing parts of his adequate stock of 
furniture, china and plate. 

This was security after the pat- 
tern of at least three thousand 
years of agricultural life. The ma- 
terial content of this life became . 
richer as men perfected the tools 
and techniques of production. It 
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was not self-contained; the ex- 
panding surplus came from ex- 
change. It was not a security 
enjoyed by all. He who owned 
the land might attain security; the 
others, as in The Peasants, strove 
to acquire those fruitful lands that 
guaranteed it. But in America 
there was opened up the Promised 
Land—amillions upon millions of 
fertile acres to be had for the tak- 
ing; the promise of security for all 
strong men. No social planning be- 
yond the protective functions of 
the policeman was called for. 
Luck, health, strength, industry, 
thrift, versatility and knowledge: 
he who possessed these might by his 
initiative gain economic security 
through the only two methods open 
to man—assured control over a 
continuing flow of goods and over 
stocks of goods to be worn out or 
used up in seasons of dearth as the 
squirrel also lives. 

In recent generations increas- 
ingly large bodies of men have 
passed from tangibles to intan- 
gibles as a basis for establishing 
security. Mortgages, stock owner- 
ship, bank deposits and insurance 
policies — instruments creating a 
lien on the productive resources of 
the community—have been ac- 
cepted as suitable vehicles on which 
a man may ride pleasantly to the 
grave. To the selection of the 
particular instruments to which 
we choose to entrust our future 
peace of mind, we have given pains- 
taking care. It has been recognized 
in all except a few neurotically dis- 
turbed periods of speculation that 
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a given instrument may become 
valueless. But by and large—if 
we assume that the flow of produc- 
tion continues more or less serenely 
— it has been possible to determine 
the relative risk inherent in various 
types of investment. Generations 
of bankers— from whose ranks 
should be excluded certain infla- 
tionary stock jobbers controlling 
the largest banks of the United 
States in 1929—have developed 
moderately satisfactory techniques 
of appraisal. It is as though squir- 
rels with the accumulated wisdom 
of the ages had learned which 
chestnut trees were so young or so 
old that the tree might die before 
it could make good on its I. O. U. 

But just as a plague extin- 
guished the chestnuts as a class, the 
depression threatened social secur- 
ity sought through “securities”. 
In 1932 it promised to become a 
matter of small concern what the 
quality of the investment originally 
was. ‘The flow of national income | 
was dwindling, and those who had — 
enjoyed choice proprietary rights 
died of thirst as the drinking holes | 
dried up. In 1932 the nation, in- 
cluding many of the owners of 
proprietary claims on the national 
dividend, seemed to awaken to a 
realization that the flow of income 
is more important than the es 
of claims. 

By the middle of 1933, however, 
this concern with the water in the 
stream rather than with the owner- 
ship of the banks of the river had 
become less general. It was agair 
realized that, whether we meas- 
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ured our national income as $86,- 
000,000,000 or $38,000,000,000, 
there was more than enough left 
for any one man who could enforce 
his claim to be served first. As it 
is generally true in an exchange 
economy that any one segment of 
the economy can profit by curtail- 
ment, so long as other parts of the 
system operate as before, various 
proprietary interests each tried 
~ curtailment—to their advantage, 
as is indicated by the rise of the 
earnings of 290 leading corpora- 
tions from $100,000 in 1932 to 
~ $430,000,000 in 1934. 
_ Unfortunately, however, a gen- 
_ eral policy of restriction will throw 
the proprietary claims back into 
the bankruptcy courts. It is not a 
question of one or a dozen men 
staking out a claim against the 
society. That could at all times be 
satisfied, and the docile underlying 
_mass might contentedly allow itself 
to be deputized to police this privi- 
ve leged position. The proprietary 
_ claim has become so large, how- 
ever, that it can only be satisfied 
when the stream is flowing at flood 
levels. 
Though it is not generally ad- 
“mitted, the fact appears to be that 
_ the proprietors as well as the masses 
have been separated from any 
socially useful “control over the 
instruments of production.” Pro- 
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duction is now in the main a social 

rocess. Any single ownership ex- 
tends over only a negligible frac- 
tion of that process. The right to 
stop or start a shoe factory is a far 
_ less secure control over the produc- 
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tive process than my great grand- 
father possessed. A yard full of 
steel ingots is a poor substitute for 
grandma’s barrel of sauerkraut. 
Security today cannot be at- 
tained on any general scale through 
ownership and property rights. We 
have exchanged the security of the 
old New England farmer for 
radios, sanitary plumbing, sym- 
phony orchestras and a larger popu- 
lation. It is gone—presumably 
forever. This is not to say that 
the Mellons and Fords are likely 
to end in the poor house. They 
have a frontage on too many drink- 
ing holes to be extinguished. It is 
merely intended to say that that 
numerous part of the population 
which received an income adequate 
apparently to provide modestly for 
the future as well as the present 
cannot find security in property 
rights alone. Its claim in the ag- 
gregate is too large to be main- 
tained in periods of drought. 
Security appears to be attainable, 
only if the idea of hoarding is 
abandoned. Fundamentally the 
“self-sufficient” farmer and the 
squirrel depend upon recurring 
production for their security. They 
did hoard tangible goods, while we 
hoard intangibles—except in mo- 
mentary panics when Park Avenue 
stores canned goods against the 
revolution. The farmer also sought 
—what? Was it ownership? or 
was it assured control over the 
means of production? Despite our 
bewildering variety of evidences of 
ownership, we have no control over 
production. Security lies in the 
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volume of the flow of new goods 
created year after year. It may be 
presumptively assured by develop- 
ing control on a scale commensu- 
rate with the productive process. 
Earthquakes and natural drought 
may then remain~to plague us, as 
they did our forefathers. But until 
we seek first to establish continuity 
of production, we shall risk col- 
lective insecurity through man- 
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made droughts that result from 
individual efforts to maintain “‘val- 
ues”. The task of planning for 
security is not that of building 
hoards but of first ordering the 
greatest continuous stream of pro- 
duction that is possible under a 
given natural and_ technological 
setting. Only then does the prob- 
lem truly arise as to which order- 
ing of the claims on this stream of © 
goods shall be recognized. . 


European Experience With Social Insurance 


By 


KARL PRIBRAM 


HREE fundamental prob- 
4] lems must be solved, if 
a | eZ the capitalist system is to 

be preserved by adapta- 
“tion to the needs of modern society : 
elimination of crises and depres- 
sions, equalization of income, and 
economic security. This juxtaposi- 
tion of the three problems is meant 
to imply an important statement: 
that each of them is to be dealt 
with separately, interconnected as 
they may be in many respects. It 
‘would be a dangerous delusion, 
fostered by the wide-spread “pur- 
chasing power” or “over-saving” 
theory, to expect that increased 
wages or purchasing power of the 
working class could—without far 
, reaching modifications of the mone- 
tary and credit mechanism—pro- 
vide. for a stabilization of the 
economic system. Again, experi- 
ence so far gained from the intro- 
duction and application of social 
insurance hardly confirms the hope 
that a higher degree of economic 
‘security—protection against losses 
of income—would be helpful in 
adjusting the course of business 
‘fluctuations by mitigating crises 
and shortening the duration of 
_ depressions. 
ze Hence each of these three prob- 
lems is to be faced squarely, in- 


_ dependently of the others; Or, 


what amounts to the same thing, 
each problem must be assigned a 
planning concept of its own and 
special measures are to be devised 
for coping with the tasks involved 
in it. Just in passing it may be 
mentioned that such measures can 
be taken either within the mone- 
tary and credit sphere (including 
the price, wage and income sys- 
tem) or within the sphere of actual 
production or consumption (in- 
cluding regulation of production 
and consumption). However, ac- 
cording to the specific nature of the 
capitalist system, measures operat- 
ing within the monetary and credit 
sphere will prove, as a rule, more 
efficient and more adequate to the 
purposes in view. 


Vf 


The planning concept underly- 
ing the idea of “economic security” 
is derived from the insight into the 
specific nature of the individual 
risk to which every, member of the 
capitalist economy is exposed with 
regard to his participation in the 
distribution of income. Loss of his 
income, whatever may be its cause, 
is detrimental to his and his fam- 
ily’s existence. Hence “economic 
security” which means safeguard- 
ing of incomes, embraces problems 
of staggering magnitude. 
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We are concerned here with a 
well defined section of this large 
province of social politics: with the 
protection of the wage earners 
against the risks which theaten 
their existence. This protection was 
made the object of various insur- 
ance schemes successfully applied 
in almost all European countries 
according to the pattern set up, 
some fifty years ago, by German 
legislation. 

Social insurance is the result of 
individualistic reasoning adapted 
to the needs of social objectives. In 
its genuine form, as applied on a 
large scale by private companies 
and societies, insurance means 
transformation, by voluntary con- 
tracts or mutual agreements, of a 
group of individual risks into a 
common collective risk. This trans- 
formation is based on experiences 
gained from a sufficient number of 
observed facts and providing ade- 
quate evidence for establishing the 
percentage of actual damages 
which is likely to arise out of a 
given number of well defined risks. 
Hence strict application of the 
calculus of probability is indispens- 
able for setting up any insurance 
scheme. 

The principles of private insur- 
ance underwent two important 
modifications when adapted to the 
néeds of social insurance. First, 
compulsory membership was im- 
posed upon all wage earners whose 
risks were intended to be covered 
by the scheme, though in many 
cases a limited choice was _per- 
mitted between various insurance 
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institutions. Second, contributions ; 
to the scheme were made compul- - 
sory and extended, as a rule, be-- 
yond the range of the insured per- » 
sons according to some principles : 
of social justice and social respon- - 
sibility. Alongside with the in-- 
sured workers the employers, in 
some cases also the Public Treas- 
ury, were made contributory to the 
scheme. p 
These features are characteristic - 
of all systems of social insurance 
so far adopted. A certain confu- 
sion is, of course, due to the fact — 
that the term “insurance” was so 
far extended as to include measures 
of economic security not based on 
any satisfactory calculus of prob- 
ability. This confusion is so deeply 
rooted in common usage that no 
protest against it is likely to be 
successful. | 
The fact that planning, as con- 
ceived by social insurance, is ori- 
ented by the theory of probabilities, 
accounts for the great flexibility of 
the devices governed by this prin- 
ciple and likewise for the limits set 
to their application. European in- 
surance legislation step by step 
separated each calculable risk to 
which wage earners are exposed in 
their wage-earning capacity from 
any other risk, and made it the 
object of a distinct insurance 
scheme: accident, sickness, invalid- 
ity, old age, unemployment. Ma 
ternity was as a rule combined 
with sickness in a unified scheme. 
invalidity was mostly attached to 
sickness or to old age insurance 
Again step by step, the scope o: 
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social insurance, which at first was 
limited to workers engaged in min- 
ing and in industrial processes, was 
extended to other groups of wage 
earners: employees and clerical 
workers, agricultural workers, do- 

“mestic servants, home workers and 
soon. Sickness insurance was even 
made applicable, in certain coun- 
tries, to the members of the work- 

_er’s family. 

Special institutions were created 
for each branch of risk, subdivided 
as the need was felt, on regional, 
_ professional or trade lines, and 
governed in their financial struc- 
_ ture by special regulations provid- 
ing for the coverage of their 
charges by adequate contributory 
plans. Hence financial autonomy, 

secured by self-supporting schemes, 

was made, from the outset, a guid- 
ing principle of social insurance, 
though compliance with this prin- 
ciple was heavily taxed in many 
countries by inflation and pro- 

Mionged depressions. Autonomy of 

_ administration, exercised by gov- 

erning bodies with members ap- 

pointed by workers’ and employers’ 
organizations, was another prin- 
ciple, carefully respected until it 
fell to the ground in all European 

_ states in which the workers—and 
Ss 
eventually also the employers— 

f were deprived of the right of 

_ organization. 


Lf, 
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As an example of the variety of 
contributory schemes existing side 


_ by side within the same country, 
3 the structure of social insurance in 


Germany may be quoted. ‘The 
premiums needed for the coverage 
of accident insurance are paid ex- 
clusively by the employers. On 
the other hand, the wage earners’ 
contributions to sickness insurance 
amount to two-thirds of the pre- 
miums. The schemes are partly 
on a territorial, partly on an occu- 
pational basis (including work 
funds, guild funds, a miners’ fund, 
seamen funds). ‘The charges re- 
sulting from old age insurance— 
combined with invalidity, widow 
and orphan insurance into a single 
system—are divided equally be- 
tween employers and wage earners, 
with a state subsidy to each rent. 
A separate scheme was established 
for the salaried employees’ invalid- 
ity, old age and widow and orphan’s 
insurance, also with contributions 
equally shared between employer 
and insured person. A third scheme 
applies to miners only; here three- 
fifths of the contributions are borne 
by the insured persons. Equal 
shares on the part of the employers 
and wage earners were provided 
for the contributions to the unem- 
ployment insurance Ele meant 
to cover the “normal” risk of 
unemployment. 

Flexibility as to the institutional 
devices and to the distribution of 
the charges is paralleled by flexi- 
bility as to the benefits to which 
the insured persons are entitled. 
As a rule, the logical inferences. 
drawn from the insurance princi- 
ple led to the grading of the bene- 
fits according to the wages or 
salaries earned by the claimants; 
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eventually their family charges 
were given additional considera- 
tion. Moreover the length of the 
individual’s contributory period 
was granted an important part in 
assessing old age benefits. For each 
branch adequate machinery was in- 
creasingly developed for securing 
the achievement of the ultimate 
ends of each scheme by supplying 
services in kind. Outstanding is 
the organization set up by many 
German sickness insurance funds 
for supplying medical attendance, 
hospitalization, nurses and specific 
cures. No less important are the 
results attained in organizing em- 
ployment exchanges. 

There can be no doubt that eco- 
nomic security was given a solid 
foundation by the extension of 
social insurance over almost all 
lines of risks by which the worker’s 
and his family’s existence are 
threatened. Incidentally the na- 
tion’s health standard was largely 
improved by the fact that care is 
taken, in due time, of every case of 
ill-health and that vast and efficient 
organizations are constantly en- 
deavoring to improve this standard. 
Incidentally also the distribution of 
the national dividend was changed 
to the benefit of those most 
urgently in need of being assisted ; 
the right to assistance was made 
the object of clearly defined legal 
claims as contrasted to previous 
forms of assistance granted by 
charitable institutions or under 
poor laws. In many countries the 
incessant extension of the services 
rendered by the insurance institu- 


tions to the insured persons was 
largely due to the activity of the 
workers’ representatives, members 
of the respective boards of manage- 
ment. Collaboration between them 
and employers’ representatives in 
the solution of social problems un- 
touched by the struggle over labor 
conditions was likely to prepare 
the ground for a better mutual 
understanding. ; 

Any arguments influenced by 
consideration that the wage earn- 
ers’ initiative, their sense of re- 
sponsibility or craft consciousness 
might be weakened by the estab- 
lishment of comprehensive compul- 
sory systems of social insurance, 
proved utterly futile and mislead- 
ing. On the other hand, the 
workers’ attitude towards such 
systems was deeply influenced by 
the fact that they could claim 
a real partnership in funds at 
least partly raised by their own 
contributions. Hence social insur- 
ance turned out a prop of the struc- 
tural foundations of the capitalist — 
order, the more so as it closely fol- 
lows as to its principles individu- _ 
alistic economic reasoning, collec-— 
tivistic as may be its ultimate 
objectives. 


III. 


The idea of partial and piece- 
meal planning fundamental to the — 
development of social insurance 
was made, after the war, the object 
of attacks on the part of many — 
competent experts. In some quar- — 
ters it was even held advisable to 
start from a unified risk concept 
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and to establish unified insurance 
schemes covering indiscriminately 
all risks to which the wage earner’s 
existence might be exposed. Though 
proposals of this kind are open to 
serious objections and were no- 
where put into practice, strong ar- 
guments can be advanced in favor 
of far sighted planning to the effect 
_of coordinating the schemes set up 
separately for each line of risk and 
2 of determining from the outset the 
ultimate financial burden which all 
schemes combined are likely to 
thrust upon industry. Unless such 
a carefully developed plan is 
adopted, at least in outline, the 
danger might arise, as proved by 
- European experience, that industry 
_ will be burdened by the piling up 
of various kinds of contributions, 
with an increasing volume of fixed 
charges which might increase the 
_ rigidity of the cost and price system 
and prove, in great depressions, a 
brake on recovery. These problems 
are likely to deserve more thought- 
ful consideration than they have 
been given in the first program of 
economic security proposed for 
this country. 
- Fundamental importance  at- 
os taches to the adequate determina- 
_ tion of the communities of risks to 
be covered by each separate scheme. 
_ Many schemes were seriously im- 
paired by the fact that they lacked 
adequate balance between good and 
bad risks. The question is near at 


dustries of many states will hardly 
provide a sound basis for commu- 
nities of the unemployment risk. 
Moreover, each state legislature is 
free to establish schemes of various 
kinds, even company schemes . to 
which insurance principles do not 
apply at all. Just in passing some 
doubts may be expressed whether 
it is sound policy to devise a pro- 
gram of public works comprehen- 
sive enough to provide jobs for all 
those not taken care of by the 
insurance schemes. 

Other, partly very intricate ques- 
tions which cannot be discussed here 
in detail arise from the administra- 
tive tasks involved. Each branch of 
insurance stands in need of special 
administrative machinery which is 
to be adapted to its general objec- 
tives and moreover to the specific 
conditions of each separate scheme. 
Almost generally the complaint has 
been raised that the managerial 
costs of many schemes are unduly 
high. In this country in which 
administrative problems are beset 
with more difficulties than is the 
case under similar circumstances in 
Europe, these aspects of social in- 
surance are the more carefully to 
be considered. 

Finally, the question how to 
invest the funds accumulated for 
the coverage of future claims (an- 
nuities, unemployment benefits in 
depression periods, etc.) is far 
from having received adequate so- 
lution. Any serious arguments 
which could possibly be advanced 
against the principle underlying 
social insurance, are somehow con- 
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nected with this question. To use 
these funds, as is frequently the 
case, for strengthening the Govern- 
ment’s credit, is a doubtful propo- 
sition. Again, the idea of unified 
planning might deserve special at- 
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tention. The question, worth 
further study is whether a vast uni- 
fied social insurance fund could 
not be adequately used in improv- 
ing the country’s general credit 
structure. 


—— ad — 


Social Insurance Unified? 


By 


I. M. RUBINOW 


N His historic document 
of June 8, dealing with 
$A social insurance and 

r other measures of social 
- (economic?) security, President 
~ Roosevelt stated: 

“The various types of social in- 
surance are interrelated and I 
think it is difficult to attempt to 
_ solve them piecemeal. Hence I am 
_ looking for a sound means which I 
can recommend to provide at once 
_ security against several of the great 
- disturbing factors in life, especially 
those which relate to unemploy- 
~ ment and old age.” 

- Since then, social insurance, or 
economic security, has become one 
’ of the paramount issues before the 
_ American public. The Presiden- 
_ tial_program has been announced 
and perhaps before these lines are 
printed some definite action will 
have been taken. 

_ As far as the general public is 
‘concerned, a system covering the 
‘entire field appears more logical 
_ because more easily comprehended, 
because the differences between 
- different branches of social insur- 
ance are necessarily somewhat 
hazy. Extreme or “radical” bills 
_ which often disregard all the tech- 
_ nical aspects of the problem, as for 
- instance the famous Lundeen Bill, 
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are usually the most comprehensive 
ones. 

The Wagner-Lewis Bill deals 
with old age pensions, compulsory 
contributory old age insurance, vol- 
untary old age insurance, unem- 
ployment insurance or _ reserves, 
pensions or assistance to dependent 
children and even makes some in- 
roads into the problem of health. 
Is the Wagner Bill, therefore, a 
unified plan for social insurance or 
is it not? 


I. 


What is meant by “‘a unified sys- 
tem of social insurance” or “social 
security” ?* 

Social insurance deals with a 
definite group of hazards, particu- 
larly though not exclusively ap- 
plicable to the economic conditions 


* The term ‘social security’? which has 
gained popularity during the last year or 
two is extremely confusing and its use 
should be discouraged. Social insurance 
js a method for the solution for the prob- 
lem of economic hazard. It may be pro- 
visionally defined as the social applica- 
tion of the insurance method to the solu- 
tion of certain economic and social 
problems. It is a remedy for economic 
insecurity. Security is the objective and 
social insurance the method, but obvi- 
ously the method deals only with eco- 
nomic insecurity. The term “social 
security,” therefore, is a hybrid between 
social insurance and security. The Presi- 
dent’s Committee is to be commended 
for substituting the expression ‘‘eco- 
nomic security,’’ which term is much to 
be preferred if the more exact term 
“social insurance” is rejected for some 
reason or other. 
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of life of the wage and salary earn- 
ing masses. As far as the worker 
or low salaried employee is con- 
cerned, the threats to his economic 
security, and therefore the various 
branches of social insurance deal- 
ing with them, may be classified as 
follows: 


Hazard 


1. Industrial accidents 
2. Industrial or 
diseases 
. Non-industrial accidents 
General illness 
Maternity 


occupational 


wb 


6. Invalidity, chronic illness or 
incurable incapacity 


. Old age 
Death, 

widows, 
survivors 


coo ™ 


living dependents, 
orphans or other 


9. Lack of bread winner due to 


10. Unemployment 
Yet the line of demarcation be- 
tween these ten groups of cases is 
not always easily drawn and there 
are many twilight zones. As a 
result there are similar twilight 
zones between the various branches 
or forms of social insurance. 

The question whether a certain 
disability is merely an injury to 
health or an accidental injury has 
given rise to volumes of decisions. 
Occupational diseases may be in- 
cluded within the jurisdiction of 
workmen’s compensation law by 
implication, by judicial construc- 
tion or by special provision. 
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Industrial and non-industrial 
accidents are not easily distin- 
guished. Here too compensation 
and health insurance legislation 
may overlap. ‘This is also true of 
occupational and general diseases. 
Is maternity an illness (or an 
accident) ? It may consistently be 


Branch of Social Insurance 


Sires ariragrey Workmen’s compensation. 


Piet TERS he Ee Workmen’s compensation or health insurance. 
} Health (or sickness) insurance. 


ah ect otter ceeeee- eas Health insurance or special maternity insur- 


ance, 


iS ih see Health insurance, invalidity insurance or old 


age insurance and pensions. 


Val shh alocliaah alee gees Public old age pensions or old age insurance. 


Sasso arse eae Life insurance, widows and orphans pension 


funds, independent or in combination 


with old age pension systems. : 


desertion, imprisonment, etc... Mothers assistance systems. 
oT HS. tea Unemployment insurance, reserves or relief. 


» 
argued that being a voluntary act, — 
maternity is not an insurable risk 
at all. The distinction between — 
chronic invalidity and general ill- 
ness is one particularly difficult to 
define. The definition is largely 
an arbitrary one depending upon | 


the duration of the benefit pro-_ 
vided under the health insurance — 
system. ' : : | 
Old age is usually given an exact 
chronological definition. Yet the 
unsatisfactory character of this 
purely formal definition is recog- 
nized. Invalidity or chronic illness 
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_ may well be defined as premature 
| old age. 
_ Of all categories death is the 
only absolute one, but from an in- 
- surance point of view the cause of 
death is of decisive importance, 
though from the point of view of 
the economic problem created for 
survivors, the cause is of secondary 
_ importance. 

Remains the last cause of inse- 
~ curity — unemployment — appar- 
ently distinct from all conditions 
_ of disability. As technically de- 
fined, unemployment means inabil- 

ity to find work in face of ability 
and -willingness to perform it. 

_ And yet the distinctive character 
~ even of this contingency is largely 
an apparent one. Obviously there 
_ may be inability to find work, com- 
bined with inability to perform 
_ work. When these two inabilities 
are not absolute but relative as 
_ they usually are, the exact decision 
as to the precise cause of lack of 
» earnings in any particular case 
E may become quite a metaphysical 
_ problem. 
_ Assuming a complete set of leg- 
islative enactments and working 
~ systems covering all these hazards, 
_ the problem arising would only be 
as to from which fund and under 
Bhat terms the particular victim 
- should be taken care of. If the 
existing system is not all embracing 
and complete, there is the more 
vital issue as to whether there will 
be any compensation or not. The 
results may be bad both financially 
and ethically. Under a severe strain 
of unemployment, for instance, 
4 


x 
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where there is a health insurance 
system but none covering unem- 
ployment there may be noticed an 
increase in the amount of compen- 
sated illness, some unemployment 
parading as illness. When there is 
a broad system of unemployment 
relief (as for instance in the United 
States during the last years), or a 
system of unemployment insur- 
ance without any health insurance, 
much illness may receive a com- 
pensation under the disguise-of un- 
employment relief or benefits. 

What more natural than the 
demand that all these artificial dis- 
tinctions be readily reduced to 
three major ones? 

1. Inability to find work in 
presence of ability to perform 
work, 

2. Disability to perform work 
whatever the cause may be. 

3. Absence of a bread winner in 
a dependent family, due to death 
or other causes. In all these three 
groups of cases the fundamental 
economic problem is identical—an 
empty pocket and an empty mouth. 

That is what may be termed as 
a prima facie case for a unified 
system of social insurance. As 
against this prima facie case, there 
is the tradition for independent 
action at different times, providing 
perhaps for different scales of bene- 
fit, from different sources, and 
under different conditions. 


RIE 


Just what do we mean by a 
““unified social insurance system” ? 
First, We may mean merely 


ta | PLAN AGE 


simultaneous action covering all 
these forms or at least several 
branches of social insurance in one 
act. The early history of modern 
social insurance contains practically 
no cases of this character. The first, 
perhaps the most important, illus- 
tration of simultaneous action on 
several branches of social insur- 
ance, was the British National In- 
surance Act of 1911, of which two 
parts dealt with health and in- 
validity, and with unemployment 
insurance respectively. Yet in no 
way did these two separate acts 
represent a unified system. ‘Their 
combination into one act was 
merely a legal detail, perhaps made 
necessary by political considera- 
tions, but without the slightest 
effect upon the nature of legisla- 
tion itself. 

On the other hand, there is the 
French Social Insurance Act of 
1930 which combines two branches, 
health insurance and old age in- 
surance, into an organic whole, 
with invalidity insurance as a tran- 
sition between the two, perhaps 
the most impressive case of a multi- 
ple insurance system established in 
one act. 

In some respects the Wagner- 
Lewis Bill offers an illustration of 
the mechanical effort at unifica- 
tion. The four branches of social 
insurance (1) old age assistance ; 
(2) contributory old age insur- 
ance; (3) unemployment insur- 
ance; and (4) aid to dependent 
children, though all constituting 


one act, are in reality four indepen- 
dent systems. 


Second, we may mean merely 
administrative unification. The 
Wisconsin Industrial Commission 
which for many years had admin- 
istered the workmen’s compensa- 
tion system, had been entrusted 
with the administration of the 
unemployment insurance act of 
1933 as well. But that of itself 
does not bring these two branches 
of social insurance any more closely 
together. As new branches of 
social insurance are added to those 
already in existence, there may be 
many arguments in favor of adding 
the new duties to existing adminis- 
trative bodies. Or the opposite 
tendency of creating special com- 
missions, or departments, may pre- 
vail. Each branch of social insur- 
ance may represent so many com- 
plicated problems, administrative, 
judicial and even quasi legislative, 
especially in the beginning, that a 


good argument may be made in — 


favor of separate administration of 
social measures whose only rela- 
tionship may be the theoretical 
grouping together under the de- 
scription of social insurance or 
social welfare. When the admin- 
istration of these separate meas- 
ures is placed in separate divisions 
of one department the degree of 
“unification” may not be a matter 
of much fundamental importance. 

Here again the Wagner-Lewis 
Bill, already referred to frequently 
as the “Omnibus Bill”, offers a 
very significant illustration. While 


combining four separate branches 


of social insurance into one bill— 
it nevertheless does not strive at 
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administrative unity, for the ad- 


ministration of the various parts 
of the act is divided between the 
F. E. R. A., a social insurance 
board, several bureaus of the La- 
bor Department, and the Treasury 
Department, to say nothing of 
considerable autonomy left to the 
States. Surely neither the system 
of unemployment insurance nor of 
gratuitous old age pensions in that 
bill could, by any stretch of imagi- 
nation, be described as a uniform 
or unified system. 

Third, an important aspect of 
unification is presented by uniform- 
ity of scales of benefits or rather 
the adjustment of all scales to the 
economic problems created rather 
than the underlying physical causes 
of the situation. It may be argued 
with considerable justice; the need 
of an individual or a family unit 


-for a benefit is caused by the inter- 


ruption or discontinuance of the 
flow of wages. It is clear that a 


_ married person requires more than 


a single person, a family of six de- 
pendents more than that of three, 
but that need is in no way influ- 
enced by the cause of the emer- 
gency, whether it be an accident, an 


occupational or a general ailment, 


or even unemployment. 
There is no universal consistency 


in this matter of adjustment of | 


benefits to need or cause or both. 
To begin with, there may be a flat 
rate of benefits for all insured 
under an act irrespective of the 
earning capacity of the individual 


the prevailing original British 


system, only indirectly mystified 


subsequently by establishing dif- 
ferences of benefits according to 
age groupings. But this is the 
exception rather than the rule. 
Much more common is the adjust- 
ment of benefits to wages on a 
percentage basis. But this per- 
centage may be without any con- 
sideration to family status and 
need ‘(as for instance is the prevail- 
ing rule in compensation for tem- 
porary disability resulting from in- 
dustrial accidents) or it may be 
very carefully adjusted to the num- 
ber, ages and degrees of dependency 
of dependents (as, for instance, in 
case of fatal accidents). 

If, then, the degree of need 
rather than the cause of the situa- 
tion creating the need, be consid- 
ered of decisive importance, why 
different schemes of benefits under 
accident, health, unemployment, 
etc.? Why not a uniform scheme 
and scale? ‘This is a form or de- 
gree of unification which is of par- 
ticular interest to the insured, 
much more so than the merely 
technical aspects of joint enact- 
ment or administration. 

The argument for uniformity of 
benefits is a strong and convincing 
one. In actual experience some 
tendency towards such uniformity 
manifests itself in every country or 
state. As new branches of social 
insurance are enacted, the estab- 
lished standards of benefits under 
the older legislation naturally serve 
as precedents, With standards of 
compensation for industrial acci- 
dents in this country fluctuating 
between 50 per cent and 66 2/3 
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per cent of the wages, proposed 
bills for health insurance intro- 
duced twenty years ago and again 
being introduced today readily 
adopted the above scales. Of 
course, it is not impossible to estab- 
lish differences of benefits even 
within a unified system but the 
ideal of unification is to that extent 
limited. 

Differences in scales of benefits 
may be deliberately provided for 
in order to prevent negative results 
of excessive scales of compensa- 
tion. It is generally accepted that 
the tendency to “malingering” is 
greater under unemployment bene- 
fits than under accident or illness 
compensation, even though the pre- 
sumption has never received the 
test of a conclusive demonstration. 
There is a tendency to limit the 
unemployed to the bare necessities, 
while in illness, and particularly in 
injuries, some regard for group 
standards of living is recognized. 
Thus—whether within a unified 
system or as between separate and 
independent systems — differences 
may be considered necessary. 

Fourth, the problem is some- 
what more complicated when the 
question of distribution of cost and 
of the premium structure is 
considered. 
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There is no one universally ac- 
cepted principle for distribution of 
cost of social insurance schemes, 
not even within any one of its 
branches, and surely not for all the 
branches viewed as a part of an 
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organic system. In actual practice 
financial arrangements vary. As- 
suming that at least three parties 
may be drawn upon to bear the 
cost—the insured himself, his 
employer and the state or public 
treasury—the following — possible 
combinations may be found: 

A. The insured person pays the 
entire cost, as, for instance, in cer- 
tain trade union schemes or in cer- — 
tain European old age insurance 
plans. 

B. Or the employer pays the en- 
tire cost, as is almost the universal 
rule for workmen’s compensation. 

C. Or the state pays the entire 
cost, as in non-contributory old age © 
pensions or mothers’ pensions, and 
as is advocated in many radical 
proposals for unemployment 
insurance. 

D. The employer and employee . 
may share in the cost, as in many | 
contributory healt h insurance : 
schemes or in most of the American ~ 
unemployment insurance plans. __ 

E. The insured and the state — 
may share in the cost, as in so-- 
called subsidized voluntary schemes — 
of health and unemployment in-— 
surance plans in many Europeans 
countries. q 

F. The employer and the state 
—a possible combination, though | 
apparently there is no record of its 
application unless it be in Russia, 
where the employer and the state 
are identical. 

G. Finally the participation of - 
all the three parties in the cost is 
perhaps the most frequent method 
of financing and certainly the one 
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which is gradually growing in 

popularity. 

~ While certain types of financial 
structure characterize the legisla- 

tion of different countries there is, 

perhaps, not a single country (with 

the possible exception of the U. S. 

S. R.) where one definite arrange- 

ment is consistently carried through. 

Thus, for instance, in Great Britain 

workmen’s compensation is paid 
’ for by the employer, old age pen- 

sions by the state, health and un- 
employment insurance by all the 
three participants but in different 
proportions in these two branches. 

Similar variety may be observed in 

other countries. 
The reasons for this variety of 
financial arrangements are com- 
plex. In most countries the sepa- 
rate branches of social insurance 
; were introduced at different times, 

and they naturally bear evidence 
of the different social attitudes 

and perhaps also of different align- 
ry “ments of political forces. ‘There is 
no one uniform economic theory 
f underlying the distribution of cost 
of social insurance. Sometimes it 
is the theory of responsibility. Or 
the fundamental underlying theory 
may be that of comparative ability 
_ to pay, the various economic theo- 
ries as to shifting of incidence of 
3, the charges; or the desire to effect 
redistribution of income and pur- 
chasing power. 

Because of this variety of ar- 
rangements it is not always easy to 
state off hand what the respective 
‘ shares of the employer, employee 
.? the state (or public breast) 
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are in the total burden of social 
insurance. To ascertain that, 
complicated computations become 
necessary and even when these are 
made for the country as a whole 
the information may remain inac- 
curate as far as specific industries 
are concerned. ‘Thus the textile 
industry may have a very slight 
accident cost but a heavy cost of 
sickness insurance. Construction 
may carry a heavy burden for acci- 
dents and unemployment but a 
comparatively light one for health. 

If the cost of all branches of in- 
surance is to be apportioned be- 
tween the three parties in some 
arbitrary proportion, shall this 
proportion be equal, and if equal, 
will it be just as equitable for all 
industries in face of these different 
degrees of hazards of various 
emergencies? Shall the refined 
actuarial analysis be followed into 
all industries for their respective 
hazards, notwithstanding the uni- 
fied system, or may the equity of 
distribution be discarded altogether 
as an unimportant detail? 

Finally, the various branches of 
social insurance embody another 
very important aspect, that of 
safety and prevention. In these 
spheres of activity the various 
areas may be quite distinct. 

In accident compensation the 
factor of prevention is represented 
by the industrial safety movement 
led by safety engineers. In health. 
insurance it is the public health 
movement as guided by medical 
science, sanitary engineering and 
health education. In unemploy- 
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ment insurance it is the better or- 
ganization of the labor market as 
affected by labor exchanges, per- 
haps by occupational guidance and 
vocational training, and even to a 
larger extent by general economic 
planning. 

It is true that even in these fields 
of preventive effort—as already 
stated—there may be overlapping 
areas. ‘Thus, industrial and occu- 
pational diseases represent a prob- 
lem, not only for the safety 
engineer but for the medical man 
as well. 

Chronic invalidity offers an in- 
termediary ground between health 
and old age insurance. 

And the problem of exclusion of 
the old and even the middle-aged 
from an industry must be studied 
by the efficiency engineer in con- 
nection with all the other industrial 
problems. 

Can these various preventive 
activities: guards for machines and 
belts, better factory planning, 
clinics and hospitals and tubercu- 
losis sanitoria, municipal sanitation 
and milk stations, periodical med- 
ical examinations and tariff poli- 
cies, regularization of the market 
and regularization of the diet, can 
these all be combined into one 
harmonious whole? Can the ex- 
perience of engineer, nurse, physi- 
cian, employment office manager, 
price and cost statistician, and 
salesman, be unified, or must these 
activities remain separate and dis- 
tinct, at best under a merely formal 
mechanical tie-up, even under a 
unified administration ? 
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To sum up, the somewhat loose 
but very appealing slogan “a uni- 
fied social insurance system,” when 


broken up into its component ele- — 


ments, may mean any one or all 
of the following five things, or any 
one of the possible combinations: 


. Simultaneous enactment. 

. Unified administration. 

. Uniform benefit scales. 

. Uniform allocation of finan- 
cial burden. 

. A unified system of preven- 
tion. 
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A unified system necessarily im- 
plies uniformity or at least greater 
uniformity. But while something 
may be said for uniformity as such, 
it is not a holy principle. 


Uni- 


formity may be a very powerful — 
factor to bring standards upwards, — 


or it may be a danger in its tend- 
ency to bring standards down. 


Federal legislation is often advo- 


. ° . a | 
cated as against state legislation, — 
it offers assurance of © 


because 


greater uniformity. But one may — 


sometime question whether the sac- 


rifice of higher standards may not — 


’ 


be too high a price to pay for the — 


advantage of uniformity. 

For instance, if the matter of 
compensation had been left to Fed- 
eral legislation, we might not have 
had by this time four states still 
without compensation acts. But 
what would the prevailing stand- 
ards have been? The lowest stand- 
ards of New Jersey or Pennsyl- 


vania, or the much higher standards 
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of Ohio or New York? Judging 
by the fact that the Federal govern- 
ment was more than ten years 
behind most of the states in estab- 
lishing a satisfactory system of com- 


pensation for its own employees, 


excessive optimism as to the com- 
parative advantages of Federal 


- legislation is not always indicated. 


Even so—the realization of the 
degree of social responsibility to 
the widows and orphans, to the 
unemployed, to the aged, to the 
sick and the injured, is by far not 
uniform throughout all the forty- 
eight states. If a unified system 
for all those hazards be insisted 
upon too early in the develop- 
ment of this sense of social respon- 
sibility, what assurance have we 
that in such unified system—with 
its inevitable tendency towards 
uniformity—the higher rather 


than the lowest standards will 
necessarily prevail? 


Ww 


One need not be an over-zealous 
believer in the Wisconsin idea that 
prevention rather than compensa- 
tion is the primary objective of a 
social insurance measure. Yet no 
one familiar with the theory and 


_ practice of rate structures will deny 


that insurance rate differentials 


can be utilized in the work of pre- 
_ vention. 
make these preventive influences 


Will a unified system 


stronger or weaker, if it should 
obliterate many of these rate dif- 
ferentiations for different hazards 


_ which do not strike different indus- 


<— 


tries in the same degree? 


Certain industrial and occupa- 


- tional groups present specific obsta- 


cles to the extension of certain 
branches of social insurance as, for 
instance, very small establishments 
to workmen’s compensation or very 
casual labor or married women to 
unemployment insurance. May 
there not be a danger that the ap- 
plication of a unified system—with 
its tendency towards uniformity— 
will deprive some of these groups 
of all forms of social insurance be- 
cause some forms are inapplicable? 

Barring the extreme simplifica- 
tion of the financial structure of 
social insurance, which would 
place the entire cost upon the pub- 
lic treasury, might not a unified (a 
uniform?) system place the bur- 
den unfairly, deprive the worker of 
certain rights already acquired (as 
e.g. compensation) or place too 
heavy and sudden a burden upon 
industry without opportunity of 
adjustment? 

If the unified financial scheme 
should include levies upon the in- 
sured, isn’t the opposition of 
American labor (not yet accus- 
tomed to compulsory insurance 
levies which are accepted as a mat- 
ter of course by European labor 
without any opposition) likely to 
jeopardize the whole scheme 
while “piecemeal” legislation of- 
fers a better promise of gradual 
education? 

Of course, much unification is 
possible with little uniformity, but 
as already indicated, unification 
without uniformity — unification 
simply by mechanical tie-up in leg- 
islative enactment, merely adminis- 
trative unification, are matters of 
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minor importance. They may lead 
to greater efficiency and they may 
not. But mere bigness is no guar- 
antee of efficiency. 

And finally to come back to the 
first phase of unification—simul- 
taneous enactment—this, too, may 
or may not be an advantage. A 
comprehensive, all-embracing, ar- 
tistically complete unified plan 
undoubtedly has a powerful esthe- 
tic appeal. It may be the only 
right thing to do under certain 
circumstances—if there is a radical 
realignment of political forces and 
a resulting enthusiasm (this was 
the history in some South Ameri- 
can countries) or if there is reason 
to believe that an unusual poli- 
tical situation offers a momentary 
opportunity. 

But as against these exceptional 
circumstances, under normal con- 
ditions of legislative work, specific 
measures limited to specific pur- 
poses are certainly more in accord 
with modern standards of scientific 
legislative work. 


As a matter of fact, what the 


worker, what the people want is 


not so much a wnified or even a 
uniform system as a complete and 
ample and just system of social in- 
surance. The forms of adminis- 
tration and organization are mat- 
ters of secondary importance. Ex- 
cessive simplification need not be 
expected in this complicated world 
of ours. One may object to carry- 
ing four or five policies on his auto- 
mobile to cover all possible con- 
tingencies and may ask for unified 
coverage, but one does not expect 
to cover his auto against theft, his 
home against fire and protect the 
future of his wife and children 
against his own death by means of 
one unified policy or system. That 
the same insurance company may 
write all these policies (they do in 


England if not here) or that one 


insurance department may control 
all insurance companies is a matter 
of comparative indifference. 


Sometimes, at any rate, the sub- 


stance may be more important 
than the slogan. 
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Miscellany 


Lewis L. Lorwin, Chairman of 
the National Economic and Social 
Planning Association, has accepted 
a position as Economic Adviser to 
the International Labor Office. 

- He leaves Washington for Geneva 
in April. The trustees announce 
that Mr. Lorwin will remain 


' chairman of E. S. P. A. 
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Julian Huxley, biologist, grand- 
son of Thomas Huxley, noted 
British scientist, was guest at an 
informal lunch given for him 
by ESPA in March. Mr. Huxley 
is a member of the British planning 
organization, Political and Eco- 
nomic Planning. He _ brought 
_word of the activities of PEP. 
One of the objectives of the British 
association, he said, is to influence 
capable young men who hitherto 
, had looked for a career in the field 
of physical sciences to enter the 

- field of social sciences. 
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_ PEP is organized on a basis sim- 
ilar to ESPA. However, it has 
two full time executives. In a 
recent number of the broadsheet 
_ published by the British associa- 
i tion, called Planning, the aims 
and objectives of the association 
are outlined. “We challenge the 
frequent assertion that planning 
must mean restriction and _ in- 
creased monotony in life, showing 
3 on the contrary that most people 


are now slaves to muddle, which~ 
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allows them neither the income nor 
the leisure which they could have 
at the price of comparatively mild 
measures of economic order, under 
full democratic control.” 
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PEP is organized on a basis of 
research groups. It is a non-profit 
organization. At present, 16 re- 
search groups are at work. “The 
main tangible objective of group 
work,” it is declared, “is the pro- 
duction of a report which shall be 
helpful to those engaged in the sub- 
ject with which it deals particu- 
larly as regards policy for the im- 
mediate future.” 

The broadsheet goes on to say 
that the groups are organized in 
three divisions: economic, civic and 
intermediate. In the economic di- 
vision there are two main subdi- 
visions, namely for industry and 
utility services. These are again 
subdivided, as for instance in the 
industries group there are types 
such as cotton, building and hous- 
ing, and iron and steel. Reports 
have already been made for some 
of these industries. There is a civic 
division dealing with what might 
be called the overtones of planning 
which reach into cultural values. 


HX BX TS 

Between the economic and civic 
divisions there are a number of 
detached groups which link in both 
directions. In this subdivision is a 
group studying town and country 
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planning. The research groups 
meet once a week or oftener. Each 
group has a chairman. ‘There is 


very little supervision from the 
central office, but coordination is 
effected. There is no attempt to 
flavor the activities of PEP with 
political sentiment. All varieties 
of political faith are invited to 
work with the major organization. 
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Invitations have been issued by a 
committee in Washington for a 
dinner in honor of Lewis L. Lor- 
win, to be held at the Hotel 
Hamilton, April 13. Dr. Isador 
Lubin, Commissioner of Labor 
Statistics, is to preside at this din- 
ner. ‘The committee sponsoring 
the dinner are drawn from plan- 
ning, economic research, labor, 
public service, and international 
relations activities. “The commit- 
tee is Harold G. Moulton, Richard 
Hogue, Leifur Magnusson, C. 
Judkins and M. H. Hedges. 
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General magazines are more and 
more including in their pages dis- 
cussions that bear on the question 
of economic and social planning. 
J. D. Bernal, of Cambridge Uni- 
versity, has contributed an article 
to the February Harpers entitled 
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“Tf Industry Gave Science a 
Chance”. Mr. Bernal sharply crit- 
icizes the trend in modern govern- 
ments. He contends that these 
governments no longer represent 
communal as against particular in- 
terests inside the country, but have 
“more and more turned outward 
to support by political and ul- 
timately by economic military 
methods the interests of its own 
producers against those of other 
countries also marshalled under 
their own governments.” He finds 
these methods sharply unscientific 
and declares they mark a return to 
the pre-scientific age. 

Mr. Bernal has some challeng- 
ing comments to make on certain 
basic industries. He finds that the 
manufacture of clothing remains 
essentially the same as in neolithic 
times. But, he contends, if a na- 
tion elected to revolutionize its 
basic industries the nation would 
probably be faced with unmitigated 
disaster. The choice, he says, is 
between science and the present 
economic system, and he predicts 
the future introduction of a ra- 
tional economic system. 

He has some novel suggestions 
to make about the plan of new 
cities under gigantic roofs, cities in 
which the temperature would be 
controlled. 
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New Books 


Thorstein Veblen and His America. 
¥-G 


In elaborating his bipolar distinc- 
tion between industry and business, 
Thorstein Veblen set one of the 
fundamental problems in the theory 
of economic planning: Is it possible 
so to dispose of technological re- 
sources and energies, given a regime 
of profit-seeking enterprise, as to 
achieve the fullest possible use of the 
nation’s capacity to produce? By in- 
dustry Veblen understood the tech- 
nology of production; what the classi- 
eal economists would call combining 
the factors of production to the end 
of creating the optimum national divi- 
dend. By business Veblen understood 
the complex of pecuniary institutions 
and processes; what the Marxians 
would call the capitalistic system. In 
his treatment of this bipolar distinc- 
tion, Veblen generated for the “dis- 
mal science” a true Copernican rev- 
olution. The learned doctors of 
laissez faire were engaged in sheer 
apologetics rather than in construing 
natural law, so he taught, when they 
argued that by giving free play to the 
forces of business enterprise, you 
must inevitably stimulate the techno- 
logical order of production into yield- 
_ ing abundance and plenty. The truth 
of the matter was that business was 
constantly occupied in the sabotage 
of industry; that in its efforts to 
maximize profits, business enterprise 
was driven into minimizing produc- 
tion; that the entrepreneurial ma- 
nipulation of the price system eter- 
nally frustrated the fulfillment of 
_ technological production possibilities. 
How, then, was it possible to achieve 
the fullest utilization of the nation’s 
_ productive capacities? On the one 
hand, the stranglehold of business en- 
_terprise upon the productive system 
must be broken. On the other hand, 
the institutional scene must be set 
for the release of the engineering 
function. And here Veblen was re- 
sponsible for a paradox which he 
would have relished to its ironical 


By Joseph Dorfman. 
1934. $3.75 


full. By his emphasis on the engineer- _ 


The Viking Press, N. 


ing function, Veblen set into move- 
ment the idea that the economic order 
was all compact of infinite capacities 
to produce; capacities which the tech- 
nologist, and the technologist alone, 
was capable of quickening into life. 
Thus he projected the vision of eco- 
nomic planning in the engineering 
sense of the term; or more accurately 
perhaps, projected a vision which the 
proponents of economic planning 
seized upon for their own. At the 
same time, Veblen drove home the 
idea (without drawing from it, it is 
true, the possible revolutionary in- 
ferences) that just so long as busi- 
ness enterprise persisted, just so long 
would the productive capacities of the 
economic order lie suppressed. Thus 
he prepared a fatal snare for those 
theorists who might and do argue that 
economic planning is an art which 
transcends the institutional setting 
and may be applied just as readily to 
one social order as to any other. For 
if we can trace to Marx the proposi- 
tion that capitalism is afflicted by a 
planlessness of production, we can 
trace to Veblen the proposition that 
economic planning under capitalism 
constitutes a contradiction in terms. 
It is not the least of the merits of 
Mr. Dorfman’s study that by dwelling 
upon the basic theorem—industry vs. 
business—he enables the student of 
economic planning to focus directly 
and clearly upon Thorstein Veblen’s 
significance for the logical and his- 
torical development of the planning 
idea. This is by no means the only 
merit or even the principal merit of 
the study. Mr. Dorfman has composed 
a labor of love: rich in detail; multi- 
colored; painstaking; exhaustive. He 
has sketched, with a masterful hand, 
the intellectual biography of Amer- 
jea’s foremost economic thinker. He 
has also fitted this thinker into the 
intellectual environment out of which 
he emerged and which he served, more 
powerfully than most men, to reshape. 
ARTHUR WUBNIG. 
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Modern Housing. By Catherine Bauer. Houghton Mifflin Co. $5.00 


For persons interested in economic 
planning this book, Modern Housing, 
gains its significance by identification 
of its thesis with planning. Modern 
housing, it asserts, should be planned. 
It is recognized as an integral unit for 
planning. Housing worthy of being 
called modern is not an extension of 
existing neighborhoods, but has a be- 
ginning and an end and has some sort 
of visible and organic form. 

Not the least pertinent of the chap- 
ters in this work is Chapter 3, Changes 
in the Social Structure, which traces 
the effect of nineteenth century ideolo- 
gies on housing methods and results. 
Recognition is given to the work of 
Patrick Geddes because he saw housing 
not merely as shelter but as a constit- 
uent in the “larger physical and social 
framework of society”. A house is 
more than shelter. It is environment 
in which dwellers must work and play. 
Accepting this norm, the book sets up 
minimum standards of practice. From 


these it passes to the goal of their 
achievement in the community unit. 
There is much good technical discus- 
sion, a recognition of the part the new 
technology is playing in the construc- 
tion process and the inability of work- 
ers to own homes when their wages 
suffer appreciably under the impact of 
technology on the building industry. 
Though modern housing is taken as 
an integral unit for planning, the 
major plan is never fully discussed, but 
everywhere in this volume is implied. 
In the sense of the author modern hous- 
ing is the antithesis of public works. 
It is not a vehicle for energizing the 
real estate and building industries, or 
for meeting»a crisis in capitalistic en- 
terprise. It becomes a public utility, 
and marks the effort of government to 
supplement capitalistic enterprise with 
non-speculative entrance into the build- 
ing industry. As such, it implies social 
concepts not usually linked with estab- 
lished economy. M. H. H. 
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Planning in the Lumber Industry 


By 


CONSTANT SOUTHWORTH 


9 HE problem of planning in 
© the lumber industry re- 
solves itself into thinking 
out and doing what is 


* necessary to make that industry an 


integral part of a balanced national 
economy. Before considering what 
this implies in detail it is desirable 
to trace certain influences in the 
development of the lumber indus- 
try prior to the recovery program. 


Ee 


The lumber industry is faced 
with a high degree of vulnerability 
as regards the demand for its prod- 


ucts. The year 1906 represented 


the maximum consumption of lum- 


ber, both total and per capita, in 
any year in the country’s history. 
- From that year to the beginning of 


the present depression the decrease 
in consumption was fairly steady, 
except for a temporary improve- 
ment in the years 1922 to 1926. 


-Per-capita * consumption decreased 


from 525 board feet in 1906 to 94 
board feet in 1932. The general 
trend is shown better by leaving 
out the depression years 1930 to 
1932 and averaging by decades. 
Per-capita consumption averaged 
495 board feet in the years 1900 to 
1909, 395 board feet in the years 


1910 to 1919, and 315 board feet 


in the years 1920 to 1929. 


Apart from the general business 
depression of recent years there 
have been several causes of this de- 
cline in consumption. One of these 
has been the substitution of other 
materials for wood, through tech- 
nological changes in building con- 
struction, through the greater per- 
manence of building, through in- 
creasing use of other-than-wood 
packaging, and through other 
changes. Another cause has been 
the termination of the period of 
agricultural expansion together 
with the curtailment of repairing 
and replacements brought about by 
post-war agricultural depression. 
Since 1926 the slowing down of 
building construction has also 
played an important part. 

Failure to keep production costs 
reasonably low has also contributed 
to the decrease in consumption. 
The responsibility for this lies both 
with the industry and with the 
public. Wasteful and uncontrolled 
cutting of privately owned timber, 
carelessness with fire, and neglect 
of suitable precautions against in- 
sect and fungus depredations have 
resulted in the devastation of large 
areas of forest land and serious 
depletion of the country’s more ac- 
cessible forest resources. This de- 
pletion has increased the cost of 
getting the timber and lumber to 
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market, has raised lumber prices, 
and thus has stimulated the use of 
substitutes. 

Moreover, under the existing sys- 
tem of private ownership of timber 
combined with the system of taxing 
standing timber instead of timber 
cut there has always been a ten- 
dency for the immediate financial 
exigencies of the owner of timber 
overburdened with carrying 
charges—particularly taxes and in- 
terest—to do his cutting and selling 
of timber regardless of the current 
state of the market. “This has 
probably meant the establishment 
of considerably more sawmill equip- 
ment than would otherwise have 
been established. As a result the 
lumber industry has for many years 
notoriously been characterized by 
a high per cent of overcapacity. On 
the basis of the fairly conservative 
figure of 66 billion board feet for 
the total annual capacity of saw- 
mills in the United States the great- 
est annual cut in twenty-five years 
—the 1925 cut—represented only 
58 per cent of capacity and the cut 
of 1933 less than one-fifth. Thus 
the very nature of the system of 
timber ownership contributes an 
element of instability in the form of 
an inherent tendency toward over- 
capacity and overproduction. These 
in turn tend to raise the unit over- 
head costs of production and there- 
by to cut down effective demand. 

The result of these various fac- 
tors making for decrease in demand 
and increase in cost was that long 
before 1929 the lumber industry 
was in a deplorable condition, Even 


in years of comparative prosperity 
for industry as a whole profits in 
the lumber industry had come to 
be the exception rather than the 
rule. Lumber workers even in rel- 
atively good years had, on account 
of the rapidity of migration of for- 
est communities, little security of 
employment, and the public was 
without assurance that its forest 
values would not be dissipated. 


ii. 


This then was the situation of 
the lumber industry at the time 
the NRA was launched. What sort 
of corrective did the recovery pro- 
gram apply to it, and did the sud- 
den departure from laissez-faire 
involved therein constitute real eco- 
nomic planning? 

We shall deal here with two 
forms of deviation from free com- 
petition authorized by the lumber 
code. The code gave the lumber 
industry power to fix minimum 
prices based on weighted average 


cost of production and to restrict 


and allocate its output. 

The prices fixed under the code 
turned out to be too high. One 
reason for this was that the cost 
formula written into the code as 
the basis for minimum prices in- 
cluded certain items which are not 
properly components of a minimum 
price, such as cost of. carrying 
owned stumpage in excess of a 
reasonable amount, depreciation on 
excess Capacity to produce, interest 
on excessive values and on borrow- 
ings resulting from uneconomic or- 
ganization, losses on trade accounts 
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carried over from pre-depression 
days, and full administration costs 
including such items as salaries 
based on pre-depression conditions. 
Although the first two of these 
items were soon suspended by the 
NRA the others remained. 


As a matter of fact, the existing 


- general impression to the contrary 


notwithstanding, the question of 
what cost items were or were not 
proper components of minimum 
price did not have a great deal to do 
with the formulation of the price 
schedules, for the prices on all the 
major items were announced before 
any sort of organized cost data were 
available. They were contained in 
bulletins of the Lumber Code Au- 
thority dated October 28 to No- 
vember 13, 1933, while the first cost 
reports submitted covered October 
and November, 1933. The Lumber 


~ Code Authority was forced to eke 
out the meager cost data available 


to it in the early days of code opera- 
tion with as intelligent guesses as it 
could make. Considering the im- 
mediate interest of the industry in 
establishing prices that would be 
comprehensive in the matter of cov- 
ering costs it would have been only 
human for the industry, when it 
was forced to guess at costs, to 
make its guesses reasonably gener- 
ous, and it appears by and large to 
have been human in the matter. 
What actually seems to have hap- 
pened is that the general level of 
prices prevailing in the fall of 1933, 
which was about 50 per cent higher 
than the lows of the early part of 
that year, was taken over more or 


less intact as the level which should 
be continued and enforced. ‘The 
economic significance of this rise 
can to some extent be gauged by the 
fact that in the first ten months of 
1934 lumber prices averaged 53 
per cent higher relative to general 
wholesale prices than in the period 
1910 to 1914. While part of this 
deviation from the course of prices 
of all commodities was due to the 
increase in cost occasioned by such 
long-time factors as unwise and un- 
controlled timber cutting and a bad 
system of timberland tenure, never- 
theless part of it was unquestion- 
ably due to over-generous reckon- 
ing of the costs that served as a 
basis for minimum prices. 

The economic effect of these 
minimum prices under the code can 
be judged from the low level of 
lumber consumption and piling up 
of stocks under the code. It should 
also be noted that 5,000 new saw- 
mills were established after the 
code went into effect, probably con- 
tributing a good deal to the prob- 
lem of overcapacity. 

Moreover price control turned 
out to be unmanageable. David 
T. Mason, Executive Officer of 
the Lumber Code Authority, has 
pointed out that 97 of the 128 
divisions, subdivisions, and organ- 
ized groups under the lumber code 
had price control, applied through 
an aggregate of 613 pages of price 
bulletins containing prices on 
about $1,000 different items pro- 
duced. Each item had various 
prices on it, due to the system of 
discount differentials, with the re- 
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sult that there were some hundreds 
of thousands of separate and dis- 
tinct prices. It turned out to be 
humanly impossible to figure out 
all these prices in a manner that 
would preserve anything like a log- 
ical or equitable inter-relationship 
among regions, among species, and 
among types and amounts of service 
rendered by different distributing 
channels, as well as to take cog- 
nizance of variations in cost be- 
tween individual operators due to 
variations in quality and refine- 
ment of product, seasoning, size of 
establishment, selling facilities, 
good will, amount and type of dis- 
tributors’ function performed, and 
other matters. 

Thus it is not surprising that the 
following were some of the ob- 
stacles to the success of price fixing: 

(1) It was not feasible to bring 
non-manufacturing wholesalers un- 
der the code because of the difficulty 
of ironing out certain practical and 
legal questions as to what differen- 
tials in the way of discounts should 
be allowed what types of customer. 
This in itself meant an impossible 
situation as regards price enforce- 
ment. 

(2) Confusion existed as to the 
type of shipments to which the ap- 
plication of the minimum retail 
mark-up (under the retail lumber 
code) was mandatory until an or- 
der of April, 1934, definitely ex- 
empted from that mark-up sales in 
carload lots not going through 
retail yards. 

(3) The wholesale discount was 
extended by lumber manufacturers 
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to various customers for whom it 
was not intended by the framers of 
the lumber code. Important among 
these customers were the govern- 
ment (partly as a result of govern- 
ment administrative order), rail- 
roads, and large retailers. 

(4) There was a considerable 
amount of “sweetening” of grades, 
or shipping a higher grade of lum- 
ber than the invoice called for. 

(5) Secret rebates were given 
in the form of presents and of low- 
ering transportation charges, par- 
ticularly ocean freight and truck- 
ing charges. 

Under such conditions of “chisel- 
ing” and of incomplete code juris- 
diction, and also of lack of correla- 
tion of prices with costs, as de- 
scribed above, it is not surprising 
that there was trouble and dis- 
satisfaction everywhere. Jealousy 
existed between different regions 
and different species. There was a 
feeling that small-mill differentials 
were inequitable and that certain _ 
types of mill cutting a low grade 
of lumber were discriminated 
against. There was dissatisfaction 
with the failure of export prices to 
be linked up properly with domestic 
prices. Frozen stocks tended to de- 
velop in certain items of lumber 
and shortages in others—that is, 
fixed prices tended to retard the 
manufacture of certain sizes, with 
consequent delay and extra cost to 
the buyer in getting them. Stocks 
showed a tendency to pile up in the 
hands of the manufacturer where . 
previously the distributor had 
borne much of the burden of carry- 
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‘ing them. Some manufacturers 
stated that since the adoption of 
fixed prices it had become harder 
for them to negotiate bank loans. 
Various members of the industry 
alleged that price fixing had meant 
a serious degeneration in the stan- 
dards and ethics of the industry. 
Consumers protested violently 
during the whole era of fixed lum- 
ber prices. Would-be home build- 
ers were the most vocal at first. In 
~ the summer of 1934 the furniture 
industry as a unit joined the 
protestants. 
Consumer resistance to mini- 
mum prices along with the other 
- conditions named above resulted in 
great pressure on members of the 
lumber industry to violate them. 
Local code authorities attempted 
~ to prosecute price violations wher- 
ever they thought they had con- 
_ vincing evidence thereof, and un- 
doubtedly the fear of prosecution 
exerted considerable influence in 
inducing lumber operators to ad- 
"here to code prices. In the latter 
part of the spring of 1934, how- 
ever, it became evident that 
neither the courts nor the NRA 
were prepared to back up the code 
- authority agencies to the extent of 
actually punishing the alleged of- 
fenders. The doubtful legal status 
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‘ weighted average 
- ple” cost basis. Although this 


change in itself did not alter the 
prices it endowed them with a 
presumably superior legal validity 
and resulted in a statement of in- 
tention by the NRA to prosecute 
lumber price violations vigorously 
in the future. But it was too late. 
Price violations throughout the 
lumber industry, particularly on 
the West Coast and in the South- 
ern hardwood territory, had be- 
come too much a habit. Finally 
certain factions in the industry 
asked for an NRA hearing on 
lumber control. The hearing took 
place in December 1934 and a few 
days later the NRA suspended 


minimum prices indefinitely. 


Il. 


Production control was also 
handed over to the lumber indus- 
try to do pretty much what it 
pleased about it. The code gives 
the various timber-cutting divi- 
sions of the industry the privilege 
of choosing between greatest aver- 
age hourly production, greatest 
average yearly production and 
greatest average number of work- 
ers employed in any three calendar 
years following 1924 as the cri- 
terion of allotting production 
quotas among different mills in a 
given division. One of these 
primary bases or a combination of 
them may be selected by a division. 
Taxes paid and/or amount of 
standing timber owned may be 
used as additional factors for allo- 
cation. Where for any reason no 
three calendar years since 1924 are 
“reasonably representative” of the 
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“present circumstances” of a given 
mill the code permits establishing 
its quota by comparing it with 
“substantially equal facilities al- 
ready established and in like re- 
gions or conditions.” An amend- 
ment to the code grants the privi- 
lege of allotting production quotas 
in terms of allowable hours of op- 
eration where control of produc- 
tion does not seem otherwise feasi- 
ble. Of the 23 divisions which 
make use of allocation, 11 use past 
yearly production as their sole 
basis, 6 use past hourly production, 
and 6 use a combination of bases. 
None uses solely past number of 
employees. It is not yet possible 
to appraise adequately the effects 
of production control in the lum- 
ber industry but pending the re- 
sults of a more detailed study cer- 
tain comments on the system of 
allocation may tentatively be made. 

It will be noted that capacity of 
plants is not specifically named in 
any of the alternative provisions 
for basis of determining quotas. 
However, there are a number of 
elements in the situation which as a 
practical matter tend toward the 
use of capacity as one of the impor- 
tant factors in determining quotas. 
Quotas based on past hourly pro- 
duction, for example, tend to be 
much more directly proportional to 
capacity than do quotas based on 
yearly production or number of 
employees. The privilege of grant- 
ing quotas in terms of hours instead 
of board feet likewise tends to make 
quotas directly proportional to ca- 
pacity. Also in view of the obvious 
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difficulty from a practical point of 
view of obtaining accurate com- 
parable data on production and 
number of workers employed for 
large and small mills alike over a 
period extending ten years back, 
various divisions have quite natur- 
ally taken advantage of the privi- 
lege of establishing allotments for 
certain of the mills under their 


jurisdiction on the basis of ‘“‘sub- - 


stantially equal facilities already 
established”. This means a straight- 
out capacity basis for the mills 
concerned. 

The significance of this from the 
point of view of the consumer is 


that a capacity criterion of allot-. 


ment seems to be less effective than 
a criterion based on past perform- 
ance to accomplish the goal of 
locating the bulk of production in 
the most efficient and lowest-cost 
mills, hit-or-miss as even the past- 
performance criterion is. The ca- 
pacity criterion ignores, for in- 
stance, such factors as the relative 
number of shifts that different 
mills have operated in the past, to 
say nothing of the more funda- 
mental question of relative amounts 
of orders received in the past per 
unit of capacity and all the factors 
bearing on efficiency behind this 
variation in orders. Thus it seems 
to have contributed toward keeping 
in operation a considerable number 
of high-cost mills which would 
otherwise have passed off the scene. 

Another limitation on the play 
of competitive forces in the lumber 
industry was embodied in Article 
X of the lumber code, which at- 
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tempted to improve the situation as 
to conservation of standing timber 
from the public point of view by 
providing for cooperation between 
the industry and various govern- 
mental agencies, federal, state, and 
local, in working out a program for 
conservation and sustained yield. 
However, this provision has turned 
out not to be a sufficient guarantee 
of the protection and renewal of 
standing timber. It is merely a 
starter in safeguarding the public’s 
stake in the forests. 


IV. 


The activities in the way of price 

_ fixing, production control, and con- 
servation sponsored by the code can 
thus hardly be called real planning. 

_ The price-fixing and production- 
- control devices were hastily worked 
- out as emergency recovery meas- 
ures, without careful thought to 
their proper balance in a long- 
range program for the country’s 
> economic activity taken as a whole. 
The principal element in bringing 
about such a balance presumably 
would be providing the conditions 
_ whereby the American people will 
be able to make use of lumber, and 
to continue doing so in the future, 
- in somewhat the proportions rela- 
tive to other commodities in which 
_ they were accustomed to consume 
- in the year prior to the present de- 
pression. Such an objective in- 
volves emphasis on abundance of 
production and lowness of costs 
and prices, tempered only by the 
measures needed to safeguard the 
future supply of timber. Instead 


the lumber code emphasized restric- 
tion of production and highness of 
price. The inevitable result was to 
strengthen rather than to weaken 
existing tendencies for the demand 
for lumber and certain other com- 
modities to lag behind that for con- 
sumers’ goods and thus probably to 
exert an appreciable influence 
against general economic recovery. 
And from the point of view of get- 
ting a vigorous program of timber 
conservation started, the sort of co- 
operation between private and pub- 
lic agencies contemplated by Article 
X of the code has turned out to be 
more or less illusory. In making 
this statement there is no thought 
of belittling the accomplishment of 
the lumber industry in various sus- 
tained-yield operations which its in- 
dividual members have achieved. 
The fact is, however, that history 
has shown countless times in many 
lines of endeavor that it is chimer- 
ical to expect interested industry 
groups, even with the best will in 
the world, to attempt or to be able 
to administer their affairs in the in- 
terest of the population as a whole. 
A nation’s only hope for a rational 
administration of the affairs of its 
component industries is for repre- 
sentatives of the people as a whole 
to lay down the primary lines of 
relationship among those industries 
and then compel the industries to 
adhere to them. ‘The central gov- 
ernment itself must thus take the 
responsibility for achieving the 
goals of economic planning in the 
lumber industry. What are those 
goals? 
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The lumber industry is particu- 
larly concerned with two general 
rules of planning. One is that na- 
tional resources shall be utilized 
in the best interest of the popula- 
tion as a whole and in such a man- 
ner that the stake of future gener- 
ations therein shall be reasonably 
balanced with that of the present 
generation. The other is that aside 
from any restriction which may be 
necessitated by the carrying out of 
the first rule stated above every in- 
dustry shall aim to produce with 
maximum efficiency the maximum 
amount which can be consumed by 
a population the members of which 
have as high a standard of living 
as they desire. As applied more 
specifically to the lumber industry 
these rules mean conservation of 
forests and production of lumber 
as cheaply as possible and in as 
large amounts as is compatible 
with reasonable conservation. And 
the experience under the lumber 
code tells us that it will be neces- 
sary for the federal government 
to assume fairly strict supervision 
of the enforcement of these rules. 

The recent report of the Land 
Planning Committee of the Na- 
tional Resources Board suggests 
the broad lines of planning in the 
lumber industry, as well as a con- 
siderable amount of detail. We 
shall present here the essence of a 
program based on that report, with 
an amplification of and comments 
on certain features of it. 

The fundamental condition to 
be corrected is, in the words of the 
National Resources Board, the 


fact that the management of the 
privately owned forest lands in the 
United States, with relatively few 
exceptions, has been and continues 
to be a process of destructive ex- 
ploitation, not only of the virgin 
forest but of extensive stands of 
volunteer second growth approach- 
ing economic maturity. The net 
consequences are waste and im-— 
pairment of a great natural re- 
source, transient and economically 
insecure employment, decadence, 
fiscal disorganization, and dissolu- 
tion of dependent communities. 
We might add to this list bank- 
ruptcy of the lumber industry. 
The National Resources Board 
suggests that a long-range program 
follow two general policies. One 
is improved industrial self regula- 
tion and public regulation of for- 
ests adapted to private manage- 
ment. The other is public owner- 
ship of the other forest areas. 
The forests adapted to private 
management are those favorably 
located in relation to markets, 
having good growing conditions, 
and with growing stocks that have 
not been seriously depleted by fire, 
overcutting, and lack of proper 
silviculture treatment, and not 
overburdened with taxes and in- 
terest payments on _ borrowed 
capital which cannot be readily 
liquidated—those forests, in other 
words, in operating which private 
enterprise seems to have the best 
chance to make a profit. The Na- 
tional Resources Board includes 
farm woodlots for the most part in 
this category. The policy of im-_ 
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proved industrial self regulation 
and public regulation to be applied 
to these forests must involve not 
only a guarantee of good silvicul- 
tural practice and sustained-yield 
management and an effective curb 
on uneconomic and anti-social ac- 
tivities but also constructive aid to 
the lumber industry in removing 
some of the conditions more or less 
beyond its control which have 
helped to bankrupt it. The follow- 
ing steps are suggested as contrib- 
uting to put this policy into effect: 

(1) The control of production 
allocation should be placed in the 
hands of the government and the 
quota system changed in such a 
manner as to contribute to (a) the 
elimination of present dependence 
on shifting timber supplies, by cut- 
ting down plant capacity in areas 
where it is grossly excessive rela- 
tive to the yearly timber yield and 
building it up where it is deficient, 
and (b) the concentration of pro- 
duction in efficient mills and grad- 
ual retirement of the inefficient 
ones. 

An “efficient” mill, in this con- 
nection, is a mill with relatively 
low costs of production. In prac- 
tice one way of measuring its ef- 
ficiency might be to ascertain 
whether or not it is able and will- 
ing to pay extra for a production 
quota over and above the quota it 
has received under the system of 
allocation prevailing under the 
code in the past. B. P. Kirkland 
of the Forest Service has tentative- 
ly proposed a change in the quota 
system which embodies this prin- 


ciple, along with the principle of 
getting the industry on a sustained- 
yield basis. In part his plan pro- 
vides for allocating 30 per cent of 
the regional quota to logging oper- 
ators and to manufacturers who by 
reason of possessing efficient oper- 
ating facilities or for other reasons 
are willing to pay 35 cents (or 
such other rate as may be fixed) 
per M feet of the portion of the 
quota received from this source 
into a fund to be devoted to the 
acquisition and disposal of ineffi- 
cient obsolete, or poorly located 
and surplus plants in certain locali- 
ties. The plan also provides that 
no new plants shall receive quotas 
except on showing that they are 
properly located and designed to 
serve a sustained-yield operating 
area and that their capacity is 
within the permanent producing 
capacity of the area to be served, 
based on the methods of cutting 
and management in actual use in 
the area. 

On the other hand there are dif_i- 
culties both practical and theoret- 
ical connected with this method of 
retiring inefficient and surplus ca- 
pacity. It may be better to change 
the quota system immediately to as 
close an approximation of a sus- 
tained-yield basis as present condi- 
tions make possible, counting on 
the transition to this basis to be ef- 
fective in concentrating production 
in low-cost mills. 

(2) The government should be 
vested with adequate control over 
methods of cutting on private tim- 


berlands. 
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(3) The National Resources 
Board also recommends certain 


forms of public aid to the lumber 
industry, such as reduction in in- 
debtedness and tax burden, public 
loans, help in constructing forest 
road systems for fire protection and 
for public travel and for facilitating 
motorized logging, aid in fire pro- 
tection and in the control of insect 
and disease outbreaks, expansion of 
federal and state aid in distributing 
forest planting stock to farmers 
and in providing advisory service 
for the management of farm wood- 
lands, and aid in technical forest 
research. 

However, before, if at all, public 
funds are allotted to any one in- 
dustry the possible equal claims of 
other industries to public assistance, 
particularly other natural-resource 
industries should be analyzed and 
those of the lumber industry given 
their proper weight in relation to 
the whole picture. 

The second general policy ad- 
vocated by the National Resources 
Board—that of public ownership 
of the forest areas not adapted to 
private management — of course 
means a great increase in publicly 
owned forest land. The compre- 
hensive plan for timberland acqui- 
sition submitted by the Forest Ser- 
vice to the Senate in its report of 
March, 1933, entitled “A National 
Plan for American Forestry” rec- 
ommends that in the shortest pos- 
sible time the public be in possession 
of at least half of the national en- 
terprise in forestry. This would 
involve ownership of slightly more 
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than half of the commercial forest 
land, half of the timber-growing 
job, five-sixths of the non-commer- 
cial forest land, three-fifths of the 
forest ranges, four-fifths of the area 
of major influence on watershed 
protection, and eight-ninths of the 
areas to be set aside for forest recre- 
ation. ‘The National Resources 
Board advocates the acquisition by 
the federal government of even 
larger acreages. 

It would be well to explore the 
possibility of placing the lumber in- 
dustry under a more or less separate 
administration, perhaps under the 
supervision of the Forest Service, 
somewhat in the manner that the 
petroleum industry is under the 
jurisdiction of the Petroleum Ad- 
ministrative Board, whose head is 
the Secretary of the Interior. The 
functions of administration of the 
lumber code now exercised by the 
NRA might be transferred, along 
with part or all of the personnel in- 
volved, to the Forest Service. The 
Forester would then preside over 
two collateral branches of the For- 
est Service. One would be in a gen- 
eral way the Forest Service as it is 
at present constituted. The other 
would be a new Forest Products 
Administrative Board, whose work 
would be carried out by deputies as 
is at present done under the NRA. 
To effectuate such a set-up new 
legislation would of course be 
necessary. In February, 1935, a 
step toward bringing the Forest — 
Service into more active supervision 
of timber cutting was taken through 
the appointment of an NRA deputy 
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administrator direct from the For- 
est Service to enforce the conserva- 
tion provisions of the lumber code, 
and the designation of the Forest 
Service as the official agency for ob- 
taining the data necessary for such 
enforcement. 

The Soil Erosion Service is also 
concerned in any long-range pro- 
gram for the lumber industry, for 
its function of preventing erosion 
ties in closely with the question of 
control of cutting timber on wood- 
lots. 

Any program for putting the 
lumber industry on a sound eco- 
nomic basis also involves working 
out a comprehensive statistical sys- 
tem for the industry, with an ade- 
quate bridging of the present gaps, 
and strengthening the underly- 
ing demand conditions for lumber 
by increasing the knowledge of po- 
tential consumers as to how they 
may satisfactorily utilize lumber 


_ and what forms, sizes and species of 
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lumber are available, and by in- 
creasing their assurance that they 
can order what they want and get 
exactly that, in quality as in other 
respects. 


V. 


It should be emphasized again 
that the program outlined above 
contemplates both immediate and 
permanent improvement of the 
position of the consumer, the 
worker, and the lumber industry, 
which may be summed up some- 


what as follows: 


The consumer. ‘The program 


looks to permanent availability of 
timber products in as large a volume 
as consumers want them at a price 
representing a cost based on efh- 
cient methods of production, out of 
which have been squeezed such ele- 
ments as return on speculative in- 
vestment in timber, cost of trans- 
portation to market from inacces- 
sible regions, and depreciation on 
obsolete equipment. 

The worker. The program con- 
templates security of employment 
of workers based on permanent 
forest communities so located as to 
have access to a permanent sus- 
tained yield. In the immediate 
present any thorough-going change 
in the quota system will probably 
involve a considerable shifting of 
forest communities. The steering 
of workers from one region to an- 
other would be a primary respon- 
sibility of the government if it 
should attempt to relocate the lum- 
ber industry on a more rational, 
permanent basis. 

The industry. ‘The program 
looks forward to achieving per- 
manent prosperity for the lumber 
industry through increasing its 
volume of sales, decreasing its cost, 
gradually eliminating its surplus 
and obsolete equipment, and in 
general stabilizing its relation to 
its raw materials. Of course it 
would be absurd to say that every- 
one in the lumber industry will 
immediately benefit by the changes 
proposed herein, for many mills 
far from adequate timber supplies 
and handicapped by high costs of 
production relative to other mills 
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may be put out of business. But 
even in the immediate present the 
industry as a whole should gain 
through the proposed program. 
And in the long run the program 
would substitute for what the 
National Resources Board terms 
“4 poverty-stricken industry oper- 
ating spasmodically and forcing 
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operator after operator into loss 
of invested capital or bankruptcy” 
an industry rationally adjusted to 
a dependable source of supply, 
freed of uneconomic pressure to 
glut its market, and assured of a 
greater effective demand for its 
products than it has enjoyed for 
many years. 


Some Technological Changes for the Consideration 


of Planners 


By 


C. D. BLACHLY 


, 1. Development of rayon as a 
’ substitute for wool, silk and cot- 
ton. This has helped cause depres- 
sion in the areas producing the 
natural products. Such areas are 
Argentina, Australia, Japan, 
Southern United States, and 
_ Egypt. 
II. Development of hydrogena- 
tion for making edible fat of vege- 
table oil. This has made acces- 
sible abundant reservoirs of fats 
in Africa, China, and miscellane- 
ous tropical areas, and has de- 
pressed the market for animal fats 
in the United States, South Amer- 
"ica, and Australia. 
III. Development of automo- 
‘tive agricultural power. This has 
é released for food crops millions of 
acres hitherto growing feed for 
: work animals. 
IV. Development of scientific 
: fertilizers. This has made it pos- 
sible for countries like Germany 
_and Italy to grow their own cere- 
_ als instead of importing them from 
_ America and elsewhere. 
- V. Development of hydro-elec- 
tric power and use of petroleum 
which has depressed coal-exporting 
-egions. 
VI. Discovery of 


important 


minerals which take the place of 
iron and steel. “These include 
aluminum and alloys. The dis- 
covery of large sources of cheap 
copper in Africa and the develop- 
ment of profitable methods of 
treating low-grade ore depressed 
the market for a number of basic 
metals produced in the United 
States. 

VII. The development of paper 
making from new woods, and of 
wall board and plactics depressed 
parts of the wood industry. 

VIII. The development of ma- 
chinery for producing glass table- 
ware has destroyed a considerable 
part of the former pottery trade 
which was very large. 

IX. Technological advances 
have necessitated large integrated 
plants with a great amount of ex- 
pensive machinery. This in turn 
has made necessary immense ag- 
gregates of capital. Formerly, 
business was adjusted by innum- 
erable collisions of small units, but 
such methods of adjustment have 
become impossible between the 
great bodies that have been cre- 
ated. At the same time no ration- 
al and planned method of adjust- 
ment was organized. 


Planning Aspects of the Italian Corporative State 


By 


FRITZ ERMARTH 


man of the 
Committee on Corpora- 
tive legislation and for- 
mer Minister of Justice, said in his 
report on the Bill on Corporations 
to the Italian Chamber of Deputies 
in 1933: “The Fascist economic 
system is not based on socialization, 
nor is it simply directed and super- 
vised; it is, above all, planned— 
planned by the producers them- 
selves under the supreme direction 
and supervision of the state. The 
corporative system excels socialism 
and liberalism ; it has created a new 
synthesis.” 

This official statement shows the 
positive attitude which the Fascist 
government takes towards the 
problem of economic planning. 
What is the Fascist theory on the 
principal issues of economic plan- 
ning? How far did the Fascists 
succeed in transferring their ideas 
into reality? In other words: Is 
the Italian corporative system a 
system of planned economy? ‘To 
answer these questions, a few 
words must be said about the struc- 
ture and the character of the 
Fascist state in general: 


d: 


The Fascist state, although based 
on an irrational philosophical idea, 


the national Myth, is in itself the 
most rational and mechanistic 
structure: The Italian Fascist state 
is an all-embracing (“‘totalitar- 
ian’) executive machinery, con- 
sisting of several large hierarchies, 
which are highly centralized in the 
Head of the Government and 
reach with their branches the re- 
motest local activities. The Fascist 
state is built upon the military con- 
ception of a leader (duce) and a 
following. Responsibility to the 
superior officer, not to the follow- 
ers, characterizes all political rela- 
tions. ‘The idea of the separation 
of powers is irreconcilable with the 
vision of a fighting army. The leg- 
islative bodies, therefore, are under 
strict control of the head of the 
government; as far as vital polit- 
ical and economic matters are con- 
cerned, an independent judicial 
branch has ceased to exist. Funda- 
mental rights are considered 
“demo-liberal prejudices”, because 
no individual sphere “outside the 
state” is conceivable to the Fascist 
mind. 

The National Fascist Party, a 
strictly centralized body, which has 
the monopoly of political activity 
in the country, is the first and most 
important of the three hierarchies, 
because it is “the bearer of the 
revolutionary spirit” and a 


» 
7 


PLANNING OF ITALIAN CORPORATIVE STATE 15 


‘spiritual educator of the Nation’. 
Its leader, the Duce, is the head of 
the government; its highest council 
is the highest council of the state. 
The inner administration—the 
second hierarchy — supervised by 
the party, but nominally indepen- 
dent, is in charge of all ordinary 
administrative and police duties. 
Local self-government was abol- 
ished ‘as dangerous and detri- 
“mental to the idea of unity”. 

No state is “totalitarian” as long 

as the large field of economic activ- 
ities remains outside its regulatory 
powers. In order to “re-incorp- 
orate the economic life into the 
state”, the third great hierarchial 
system was built up: the system of 
‘syndicates and corporations. 
Through the instruments of syn- 
dicates and corporations the state 
tries to dominate the economic life 
of the nation and to coordinate and 
harmonize group interests into the 
higher interest of the nation. The 
-corporative organizations, on the 
other hand, help the political inte- 
gration of the state by designating 
‘representatives to the legislative 
bodies and participating, so far 
only nominally, in the formation 
of the will of the state. 


I. 


Early Fascist syndicalism served 
primarily a political purpose: In 
Bider to gain control over men, the 

one-party-state established control 
over all occupational organizations 
nd finally reorganized the occupa- 
tional associations into one uniform 
tem of state syndicalism. In ac- 
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cordance with its contempt for ra- 
tionalism, Fascism had neither a 
political nor a definite economic 
theory when it started to build the 
corporative state. The motto was: 
“L’atto precede la norma” (action 
always precedes rules). 

The few and very general prin- 
ciples, which are laid down in the 
Carta del Lavoro of 1927, the 
Charter of the Corporative State, 
are based on the axiom of the na- 
tural “organic” unity of the nation, 
which expresses itself through the 
state and which is superior to all 
factional interests (Art. I). Al- 
though private initiative is recog- 
nized as the most efficient instru- 
ment in economic life (Art. 7), 
ownership is considered a social 
function and the state is given the 
right and duty to intervene 
through encouragement,  restric- 
tion or ‘direct action”, when priv- 
ate initiative cannot bring about 
the supreme good of the nation. 
Fascism does not deny the exis- 
tence of fundamental differences 
between classes, which must lead 
to controversy, but it claims that 
it is the duty of the state to har- 
monize the conflicting interests 
between capital and labor through 
its administrative mechanism, as it 
must bring into harmony the in- 
terests of agriculture and industry, 
of producers and consumers. ‘The 
state acts as umpire and as the 
trustee of the national interest, 
though Fascism has not committed 
itself to a definition of the national 
interest. The significant feature 
of the Fascist attempt to solve the 
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economic problems is that it has 
established a large and powerful 
machinery of economic administra- 
tion, which, in theory at least, it 
may use whenever and for what- 
ever purpose seems desirable. 


Ill. 


It is, therefore, no accident that 
the general interest of the corpo- 
rative economic system centers 
around problems of organization 
and structure, whereas compara- 
tively little is heard about the sub- 
stantive issues involved. We must 
confine ourselves to a brief descrip- 
tion of the structure and functions 
of the corporative state. It should 
be said, however, that even Fas- 
cists admit that the structure of 
the corporative state, which first 
of all fulfills the function of a 
political police among the produc- 
ers, is so complicated and still so 
unformed that it is difficult to give 
an entirely clear picture in a brief 
space. 

Italian producers were organ- 
ized under the basic law of 1926, 
on collective relations between em- 
ployers and employees, according to 
their occupational branches (cate- 
goria) in local or provincial syndi- 
cates (organizations of first de- 
gree). Employers’ organizations 
are strictly separated from em- 
ployee associations. The syndicates 
were organized in federations (or- 
ganizations of second degree), six 
for employers (agriculture, indus- 
try, banking, etc.), six for em- 
ployees and one for the free pro- 
fessions. With the establishment 


PLAN 


AGE 


of the Corporations in 1934, how- 
ever, important changes took place 
in the syndical structure. The 
National Confederations were re- 
duced to nine through the abolition 
of the transport confederations, 
and were deprived of much influ- 
ence. The number of syndical 
organizations was reduced from 


1800 to 1200. Instead of the old 


federations, which were partly na-. 
tional, provincial and even local, 


the new federations are set up on 
a uniform national basis. ‘The re- 
form, supposedly, took place in 
order to shift the balance of power 
from the confederations, through 
which “old signs of the spirit of 
the class-struggle reappeared,” to 
the organization of the individual 
branches of industry. The number 
of federations, composing a con- 


federation, varies; the Confedera- 
tion of Industrial Workers con- | 


tains 20 member-federations, the 
Industrialists’ Confederation—45. 
The Confederation of Industry f.1. 


contains the national federations of | 


cotton, silk, and cement industries, 
but also a federation of industrial 


managers and one of handicrafts- » 


men. The local or provincial 
branches of the Federations are the 
syndicates. 
erations and confederations is fixed 


by law. Although the law ex: 


pressly states that membership is 
voluntary and makes “reliable 
Fascist-mindedness” 
for membership, the syndical or- 
ganizations are practically com- 
pulsory. ‘They alone are entitled 
to represent the workers or em- 


The number of fed-- 


| 


a condition} 
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_ployers of the whole industry, 

whether members or not. They 
alone are entitled to conclude col- 
lective agreements. “They are 
' entitled to collect fees from all 
members of the _ occupational 
branch. 

_ The officers of the occupational 
organizations are the President 
(called “secretary” in workers’ or- 

. ganizations), the governing board 

* and the general council. Practi- 
cally all power is concentrated in 
the president according to the 
principle of leadership. ‘The presi- 

_ dents of the confederations are ap- 

pointed by the government upon 

_ designation by the council of the 

confederation. The governing 

board, which is the most important 
consultative organ, is elected by 

- the council, the majority of which 

consists of the directing officers of 

the member-federations. In the 
lower ranks, however, the system 

_ of election predominates. Although 

the government, directly through 

| the Ministry of Corporations and 
indirectly through the party, has 
complete control over every activ- 

- ity of a locally elected officer and 

can, if necessary, replace him at 

any time by a special commissioner, 

_a marked tendency towards a more 

liberal structure of the lower or- 

ganizations and a movement for 
stronger contact with the members 
and more self-government became 
visible recently, almost simultane- 
ously with the establishment of the 
‘corporations. 
- ‘The significant feature of syndi- 


‘cates and federations is their dual” 


character. “They represent either 
employers or workers, for exam- 
ple by concluding collective agree- 
ments, by appearing before the 
Labor Courts in collective disputes, 
and also within the corporations. 
But they also serve as instruments 
of the government in finding the 
economic life; thus adjustment of 
individual labor grievances, before 
they are brought before a court, 
functions connected with social in- 
surance, placement, vocational 
guidance are entrusted to the occu- 
pational organizations by the law. 
It was mainly through the syndi- 
cates that the government enforced 
its rigid price-reduction policy. 


Ty: 


The occupational organizations 
are often described as the “ver- 
tical” structure of the corporative 
state. The Fascists claim, how- 
ever, that their main contribution 
to the reorganization of economic 
life lies in the so-called “hori- 
zontal” organizations, through 
which factional interests are re- 
conciled. Two of these “‘hori- 
zontal” or “coordinating” organs 
were established during the syndi- 
calist period of the regime: the 
Ministry of Corporations, a gov- 
ernment department with practi- 
cally unrestricted powers over trade 
associations, and the Labor Courts, 
which decide individual and col- 
lective labor disputes in connection | 
with collective agreements. With 
the foundation of the National 
Council of Corporations in 1930 
the Fascists claim to have entered 
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the second or corporative period 
of the regime. The National 
Council of Corporations and the 
22 Corporations, which, after long 
hesitancy, were finally established 
several months ago, are considered 
the main achievements of the 
Fascist regime. 

The National Council of Corpo- 
rations, which Mussolini called the 
“General staff of production” and 
which soon will fulfill also impor- 
tant political functions by replac- 
ing the Chamber of Deputies, is 
composed of several Secretaries 
and Undersecretaries of State, rep- 
resentatives of federations and con- 
federations, presidents of the semi- 
public institutes, as the “Dopola- 
voro” (a Fascist recreational or- 
ganization), the secretary of the 
Fascist party, etc. “The members 
are appointed by Royal Decree for 
three years. The President of the 
Council is the Head of the 
government. 

The council, “through which 
the fusion of economics and politics 
realizes itself, an integrating part 
of the uniform concept of the 
Fascist state” contains several sec- 
tions and sub-sections, special com- 
mittees, the permanent Central 
Corporative Committee and the 
Plenum. The council has legisla- 
tive, administrative and advisory 
functions. After the abolition of 
the Chamber of Deputies, the Na- 
tional Council of Corporations 
will be the main legislative organ 
of the kingdom. Today the Na- 
tional Council exercises its legis- 
lative functions only in the eco- 
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nomic field, and only when 
authorized by the occupational 
organizations concerned and by the 
head of the government. It has 
the power to regulate the relations 
between the different branches of 
production and to issue general di- 
rectives for production and prices, 
which, if published by the head of 
the government in the official. 
gazette, have the force of law. The 
Corporation Council advises the 
government in practically all eco- 
nomic matters and fulfills numer- 
ous administrative functions in 
connection with the occupational 
organizations. 

The main reason for the hesi- 
tancy of the government to estab- 
lish the much-debated corporations 
was probably that already such a 
large number of “coordinating” 
agencies existed, that there was no | 
urgent need for further expansion 
of the administrative machinery. 
But on November 10, 1934, the 22 
corporations were established. The. 
president of each corporation is a 
secretary or undersecretary of 
some government department. 
Employers and employees are rep- 
resented equally in the Corporation 
Council. The Fascist party must 
be represented by three members. — 

The 22 corporations may be 
divided into three groups: (1) 
those representing a cycle of agri- 
cultural, industrial and commer- 
cial production: grain, vegetable, 
wine, oil, sugar, livestock, timber 
and textiles corporations ; (2) those 
representing a cycle of inde 
and commercial production: met 
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work, chemical industry, clothing, 
_ paper, building, electricity, mining 
and glass corporations; (3) those 
_ representing service industries and 


_ occupations: insurance and credit, 
liberal professions and art, ship- 
ping, transportation, entertain- 


: 
/ ment, hotels and restaurants. 
The corporations have to “coor- 
' dinate” economic activities and to 
help the state to carry out its eco- 
‘nomic policy. They draft rules 
- for the collective regulation of eco- 
nomic relations and for centralized 
discipline in production. They are 
empowered to draw up rates for 
services and commodity prices un- 
| der certain conditions, advise on 
all questions concerning their spe- 
cial economic activities when re- 
quired by a government depart- 
ment, and adjust collective labor 
disputes through special concilia- 
| tion boards. The rules, agreements 
and rates fixed by a corporation 
have to be submitted to the Na- 
» tional Council of Corporations for 
| approval and become binding as 
soon as they are published by decree 
of the head of the government. 


V. 


Although the corporative organ- 
ization is in itself a well balanced 
and well-constructed instrumen- 
tality for a planned economy, sur- 

risingly little can be said about 
t the actual achievements of plan- 
ning. It is only in the field of 
labor relations that the state suc- 
ceeded in imposing its regulatory 
discipline upon employers and 


orkers through the syndical or 


ganizations and the Labor Courts. 
The state has provided a complete 
system of state-controlled collec- 
tive bargaining and arbitration. 
Strikes and lock-outs, as well as 
individual violations of work-disci- 
pline, are crimes. The suppression 
of strikes was considered one of the 
greatest achievements of Fascism 
by Italian industrialists, for which, 
after the threatening experiences 
of the immediate post-war period, 
they were willing to give up their 
privileges of being ‘“‘master-in-the- 
house”. The fact that, simultane- 
ously with the suppression of the 
independent workers’ organiza- 
tions, Fascism had a chance to 
build up a system of social insur- 
ance and to create several large 
organizations, such as the “Dopo- 
lavoro” for the workers’ benefit, 
helped the Fascists to present them- 
selves to the workers as progres- 
sive or even as a working class 
movement. 

The maintenance of lebos dis- 
cipline, around which the whole 
system centers, is however not the 
only activity of the corporative or- 
ganization. When in 1934, as in 
1931, the general plan of the gov- 
ernment was announced to bring 
down the cost of living, which in 
1930 was four times as high as 
before the war, to a level only 
three times as high and corres- 
ponding to the increase in the pur- 
chasing power of the lira, the cor- 
porative organizations served as 
instruments to carry out the plan. 
Rents for dwellings and commer- 
cial buildings, salaries, wages and 
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prices were reduced from 6 to 15 
per cent, and it is reliably reported 
that the reduction of wages and 
prices was efficiently carried out 
by the state authorities, the Fascist 
party and particularly the syndical 
organizations. In the struggle 
against unemployment, the occupa- 
tional organizations also were of 
great value to the state. In Octo- 
ber, 1934, for example, an agree- 
ment between the Italian National 
Confederation of Industrial Work- 
ers and the National Confedera- 
tion of Manufacturers was signed, 
which aims at reducing hours of 
work to a maximum of 40 hours a 
week, with wages in proportion to 
the shorter hours but supplemented 
by allowances for workers with 
large families. Similar agreements 
have been reached between other 
groups. ‘The hotel owners, for 
instance, agreed to retain from 
November 1, 1934, to March 31, 
1935, all their staff and to engage 
one or two unemployed workers in 
every hotel with a staff of 10 to 
100 or over 100 workers respec- 
tively. The employers, under the 
agreement, deduct one day’s pay a 
month from the wages of every 
employee for a special relief fund. 
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The Fascist government has also 
under several acts passed in 1932- 
33, the power to supervise and 
regulate private economic organ- 
izations. Under these acts it may 
group undertakings of a particular 
branch of industry into ‘‘compul- 
sory consortiums”; may supervise 


‘ernment authorization. 
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all consortiums, sending delegates 
to their meetings; and make the 
formation of our underpaid estab- 
lishments subject to special gov- 
But, in 
all such cases the consent of estab- 
lishments representing 85 per cent 
of the average net output, is a 
necessary condition for government 
action. ‘The Italian government, 


has, so far, made only very limited — 


use of these powers. 

In respect to the credit system, 
similar restrictions against the 
setting up of new banks or bank 
branches have been in force since 
1926. The supervising power of 
the Bank of Italy over the banking 
system was increased. Note-issu- 
ing was centralized in the hands 
of the three great banks of Italy, 
Naples and Sicily. Several new 
government controlled finance in- 
stitutions for economic reconstruc- 
tion have been founded during the 
last few years. But these steps 
can hardly be taken as manifesta- 
tions of consistent planning, nor 
are they directly connected with the 
corporative mechanism. 

‘The main field in which Fascism 
found its chance to launch con- 
structive economic “plans” is 
agriculture. The “Battaglia del 
grano” (the wheat battle) and the 
“Bonifica integrale’” (national land 
reclamation) are the main exam- 
ples of comprehensive Fascist 
planning. 

The wheat battle, which the 
government started in 1925 with 
great political pressure, tends to 
increase wheat consumption and 
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at the same time to intensify the 
cultivation and to extend the 
cultivable area. A Permanent 
Wheat Committee under Mus- 
‘solini’s chairmanship was_ estab- 
lished, and national “wheat victory 
campaigns” all over the country 
were organized. Through credit fa- 
cilities, protective measures against 
price fluctuations and through the 
fixing of minimum proportions of 
“Italian wheat in flour products, the 
cultivation of wheat was promoted. 
The farmers’ syndicates played an 
important part in the organization 
of this campaign. Independence of 
the Italian nation from the world 
market and strengthening of the 
farming population are the final 
goals of Mussolini’s wheat battle. 

The land development scheme 
centers around the ‘Mussolini 
“Plan” of December 24, 1928, which 
coordinated the previous legisla- 
tion, providing for land drainage, 
irrigation, agricultural improve- 
‘ment and settlement. Around 15 
'per cent of the territory of Italy 
declared “land reclamation areas” 
and is subject to the regulations 
‘issued by the Undersecretary for 
Land Reclamation. Compulsory 
‘consortia of all the land owners of 
the regions are established under 
the form of public utility corpora- 
‘tions with the right to levy dues; 
they receive credits on subsidies 
from the government. The ex- 
penses for the land reclamation 
cheme, which extends over a pe- 
iod of fourteen years, were calcu- 
ated at seven and a half billion 


re, more than 50 per cent of ~ 


which has to be borne by the state. 
More than 50,000 persons are 
reported to have been settled per- 
manently during the last six years 
on “new land.” ‘The foundation 
of new cities, as “Littoria” and 
“Miussolinia” on the former 
marshes was one of the most cele- 
brated achievements of the Fascist 
regime. The land reclamation 
scheme, the reforestation drive and 
numerous other public works proj- 
ects, which were carried out during 
the last decade, are parts of the 
government’s attempt to protect 
and increase, as much as possible, 
the resources of the national soil 
and to provide farms for the Italian 
surplus population. 

A great many further examples 
of state interference in private 
production could be given. In a 
few exceptional cases the state went 
even so far as to replace inefficient 
managers by official appointees. As 
is stated, however, in the Labor 
Charter, state intervention in pri- 
vate production takes place only 
when private initiative is unable 
or unwilling to achieve results de- 
sirable from a national viewpoint. 
Although from time to time radical 
socialization schemes are advo- 
cated by the “left wing” in the 
Fascist party, the government made 
it its policy to interfere as little 
as possible with private capital, 
except in the field of labor rela- 
tions which is completely govern- 
ment-regulated. 


VI. 


The question arises: What has 
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been actually achieved through the 
giant machinery of the corporative 
state in respect to standard of liv- 
ing, total unemployment, concen- 
tration of wealth, etc.? Has Italy 
offered stronger resistance to the 
economic crisis than other coun- 
tries? From 1927 on a continuous 
decrease in wages and salaries took 
place, which was in no way bal- 
anced by the decrease in commodity 
prices which was enforced by the 
government. Wages, on the aver- 
age, decreased from 10 to 8 and 
further to 7 and even 6 dollars per 
week. Unemployment, in spite of 
the large public works projects and 
the introduction of the 40 hour 
week, decreased only inconsider- 
ably and still amounts to approxi- 
mately one million, an alarming 
figure for an agrarian country. ‘The 
concentration of capital in the 
hands of the large banks and hold- 
ing companies has continued under 
the corporative regime with even 
greater speed than before. Even 
‘taking into account the partial suc- 
cesses of the government’s re- 
agrarianization and reforestation 
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schemes, the greater security of- 
fered to the working population by 
the social insurance and arbitration | 
systems, and the advantages granted 
to the workers through the large: 
government - financed holiday or-- 
ganizations, it is generally admitted | 
that the standard of living of the: 
Italian masses, workers as well as; 
clerks, farm laborers as well as; 
“mezzadristi’, has decreased con-- 
siderably before and during the: 
years of depression. 

It is far too early to come to any’ 
definite conclusions about the func-- 
tions of the corporations and of the: 
corporative system as a whole. 
Whether the state will succeed! 
gradually, as many Fascists expect, 
in replacing the private organiza-' 
tions of producers through the! 
public corporations, depends mainly’ 
on the power of the state in the 
face of the large capitalist interests,, 
which are vehemently opposed to} 
further state intervention. The 
very cautious procedure of the 
state during the past does not jus- 
tify expectations of radical change 
in the near future. 


Miscellany 


The National Association of 
‘Housing Officials has sent to this 
office a copy of its publication “A 
Housing Program for the United 
States.” This program carries the 
approval of a long list of publicists 
and economists. A fuller exposi- 
tion of the program will be made 
in a future issue of Plan Age. 
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Planning, the broadsheet issued 
by the British PEP, has the fol- 
lowing note of interest to ESPA’s 
membership: 

“In the United States an organ- 
ization called ESPA (the National 
Economic and Social Planning 
Association, 744 Jackson Place, 
Washington, D. C.) has recently 
been founded to stimulate the study 
of this subject. It published a 
small monthly ‘Plan Age’, con- 
taining brief signed contributions. 
Articles on American experiments 
frequently appear in the illustrated 
Survey Graphic, issued monthly by 
the group called Survey Associates, 
(112 East 19 Street, New 
York City), while criticism from 
the consumer and labour stand- 
points is voiced in the weekly New 
k epublic (40 East 49 Street, New 
fork City: See especially ‘Tones 
range planning for the regulation 
a industry’: N. R. January 13, 
1932). Among innumerable other 
American sources it is only possible 
. mention the Brookings Insti- 


se 


ition, Washington (for research. 


and training in the social sciences), 
and the Taylor Society (29 West 
39 Street, New York City), 
which specializes in the study of 
industrial planning and scientific 
management.” 


LO ASA 


Dr. Vaclav Verunac, a corre- 
spondent of Plan Age, has made 
an interesting and. valuable sum- 
mary of economic planning activ- 
ities in Czechoslovakia for this 
journal. In the year 1919 there 
was established the Masaryk Acad- 
emy in Czechoslovakia, whose 
stated purpose was the utmost 
economic utilization of the abilities 
of the people and the natural 
wealth of the state for the highest 
general welfare. President T. G. 
Masaryk dedicated one million 
crowns to the work, saying that a 
large plan must guide the people 
and unite their efforts. In 1922 
the Institute for Technical Eco- 
nomics was established as a section 
of the Masaryk Academy to study 
the problems of rationalization of 
industry. 
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At the instance of Dr. Verunac, 
in 1934 the Institute for Technical 
Economics summoned a meeting of 
the largest scientific institutes that 
deal with problems of economic 
planning and formed a Study Com- 
mittee for Economic Planning. 


-This committee is national in scope. 
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Collaborators are representatives 
of the following institutes: 
Czechoslovak Agricultural Acad- 
emy 
Masaryk Academy 
Institute for Technical Econom- 
ics 
Institute for the Scientific Man- 
agement of Trade 
Institute for the Construction of 
‘Towns 
Czechoslovak Statistical Society 
Social Institute of the Czecho- 
slovak Republic 
Czechoslovak Geographical 
ciety 
Czechoslovak National Committee 
for Scientific Organization 
State Health Institute 
Czechoslovak Regional Center 
Slovakian Economic Institute 
All Technical Economic Council 
Export Institute 


so- 


NEES 


The different institutes worked 
out several plans. ‘Those on vege- 
table and animal production were 
both accepted by the Ministry of 
Agriculture as a basis for a general 
agricultural plan to be realized by 
law. The minister of Foreign 
Affairs, Dr. Edward Benes, stated 
that after the elections the govern- 
ment will begin systematically to 
elaborate a ‘‘five-year plan” on the 
basis of the material being col- 
lected by the various scientific insti- 
tutes in the fields of statistics, 
labor, public works, communica- 
tions. The State Statistical Office 
has appointed a section for docu- 
mentary service on economic plan- 
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ning, to record all that is done ii 


this field abroad. . 


LO DES 


Dr. Bem M. Cherrington, 
the University of Denver, ar 
nounces an institute of public at 
fairs to run through ten weeks 
the summer, with a section on ecc 
nomic planning for social securitt 
beginning on July 22. Dr. Cher 
rington suggests that there migl 
be men of experience in ESPA wht 
would be coming into the Wee 
during this period who woull 
care to attend this conference. I! 
this case Dr. Cherrington 
anxious to communicate with thes 
members. 
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Economic planning in many 4 
its aspects was the subject o 
addresses given at the honorar 
dinner for Lewis L. Lorwii 
Chairman, held in Washingto: 
April 13. Addresses were mac 
by Harold G. Moulton, Preside: 
of the Brookings Institution ; Mo 
ris L. Cooke, electrical enginee: 
Honorable Thomas Amlie, Unite 
States Congressman from Wisco: 
sin; Dana Durand, Chief Econ 
mist of the United States Tar: 
Commission; Leifur Magnusso 
Director of the American office 
the International Labor Offic 
Monsignor John A. Ryan, Px 
fessor of Social Ethics at Catho 
University; Frank L. Morrisc 
Secretary of the American Fede: 
tion of Labor; Isador Lubin, Co 
missioner of Labor Statistics; a 
Dr. Lorwin. 
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State Planning in Relation to National Goals 


— 


By 


HAROLD 


fees HE declared goal of the 
& National Resources 
Board is to prepare a 
program on all “aspects 


of the problem of development and 


use of land, water and other na- 
tional resources in their physical, so- 
cial, governmental and economic as- 
pects.” As has been pointed out 
in the March number of Plan 
Age, devoted to governmental ap- 
_ proaches to planning, the work of 
the National Resources Board has 
been both practical and explora- 
tory. In this brief article I in- 
tend to point out the relationship 


of state planning to the larger 


whole, and to trace in a general 


_ way some of its future possibilities. 


r 


One of the principal advantages 
to planning by states is that the 


state has sovereign authority which 


under our form of government no 


other division of territory so well 


ie 


ws 


has. It was early seen that there 
were advantages to regional plan- 
ning such as that going forward in 
the Tennessee Valley, which could 
not have been achieved merely by 
states acting alone, and, therefore, 
to facilitate coordination of plan- 


“ning projects when the necessities 


of a well developed plan cut across 
state boundaries the country has 
been divided by the National Re- 


"sources Board into 11 regions, each 


under a District chairman. 


MERRILL 


Of special importance to the fu- 
ture success of national and state 
planning in this country is the 
framework of local planning agen- 
cies. A survey made about a year 
ago by the National Planning 
Board, predecessor to the National 
Resources Board, revealed a record 
of 739 existing city planning boards, 
three municipal zoning boards, 61 
county planning boards, one county 
zoning board and 23 regional plan- 
ning organizations. These have 
since increased by approximately 75 
new city planning boards, and 100 
new county and regional planning 
boards appointed within the past 
year. 

Under the impulse given to state 
planning by the National Resources 
Board, through assignment of 
technical consultants to qualified 
state planning boards, 45 states 
have set up state planning boards 
and have prepared extensive reports 
for the use of Federal, state and 
local agencies. Twenty-six states 
and Territory of Alaska now have 
state planning boards permanently 
established on a legal basis by state 
law, two of which are authorized 
by joint legislative resolution. 
State planning laws are now pend- 
ing in eight additional states. 

Labor, agriculture and commer- 
cial interests all have supported 
planning. A number of state uni- 
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versities and colleges have taken 
a leading part in the state and na- 
tional planning work, and have of- 
ficial representatives on practic- 
ally every state planning board, 
while in a number of states a uni- 
versity official appears as chairman 
of the board. 

A wide variety of interests and 
recommendations naturally  ap- 
pears among the state planning 
boards, for obviously conditions in 
densely populated and well watered 
eastern sections are radically dif- 
ferent from those found in the 
dry, sparsely settled mountainous 
states of the west. As a result of 
these natural conditions, water 
resources loom largest in the re- 
ports from the Western States, 
and population problems figure 
prominently in reports from New 
England, New York, New Jer- 
sey, etc. Yet there are features 
common to many or all of the re- 
ports. 

In all the reports the relation of 
the state planning agency to local 
planning units and their problems 
is given some consideration. There 
are now over 800 City Planning 
Commissions, though many lack 
authority and financial support. It 
seems certain that interest and 
progress in state planning will 
have a salutary effect on city plan- 
ning which in many places was 
quiescent or moribund. Many 
state boards recommend additional 
authority and powers for local 
planning efforts, and the sugges- 
tion is made that one of the func- 
tions of the state planning board 
should be to serve as a clearing 
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house for exchange of information 
and to provide assistance to local 
planning agencies. Experience in 
Massachusetts and Pennsylvania 
over a period of years has revealed 
both the possibilities and dangers 
of that procedure. 

A second similarity among the 
reports submitted by state plan- 
ning boards is emphasis upon the 
population problems. Interest in- 
the problem of decentralization of 
industry and in the movement for 
housing and subsistence home- 
steads seems to be nationwide. 

These interests have led natur- 
ally into problems of land use, 
which fill many more pages than 
any other single subject treated by 
the state planning boards. Land 
planning consultants have been as- 
signed by the National Resources 
Board, first to gather material for © 
a national report on land problems, — 
and second to develop land use 
studies for the state planning 
boards. As a basis for adequate 
land planning, the reports are prac- 
tically unanimous in urging the 
completion of the national mapping 
program, completion of an adequate 
land classification inventory for 
further work on the soil survey, 
census and farm structure in prob- 
lem areas, study of soil erosion, etc. 

Some excellent programs of pub- 
lic works and emergency works 
have been prepared under the 
auspices of state planning boards in 
collaboration with state and Fed- 
eral agencies. Reports on this sub- 
ject in many cases presented 
complete program of public works, 
relief work with funds for mate 
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rials and straight work relief 
projects. All kinds of public works 
ate recommended in these reports, 
ranging from housing, grade-cross- 
ing eliminations, surveys and traffic 
counts, to flood control and power 
projects —in fact, the whole gamut 
of construction activities. 

Water planning is still another 
general subject dealt with by prac- 
tically all state planning boards. 
Recommendations in this case nat- 
urally over-lap those in the field of 
land use dealing with forestry, soil 
erosion, reclamation, irrigation and 
recreation and include such sug- 
gestions as the zoning of river flood 
ways. ‘Transportation is also a 
field of common interest, particu- 
larly in relation to highway con- 
struction and programs of state 
highway commissions. Much in- 
teresting material on competition 
between different modes of trans- 

portation appears in the reports, 

indicating the necessity for bet- 
. ter coordination of transportation 
methods. 

Federal agencies make repeated 
references to the need for a cen- 
tral agency in each state with which 

federal land, water, mineral, and 
public works organizations can 
deal. For such a role, state plan- 
ning boards are ideally suited. 
Conditions under which assistance 
of this sort has been provided by 
state planning boards naturally 
vary from state to state, but such 
assistance has in no case taken the 
~ form of interference in state affairs. 
The extra-legal methods of diplo- 
~ macy have been found adequate to 
~ secure the integration of state poli- 


cies necessary for cooperation with 
federal agencies. 

In general, the experience of 
state planning boards would appear 
to indicate that the fields most ur- 
gently in need of attention, in the 
early stages at least, are those that 
bear relation to the general wel- 
fare, health, comfort and conven- 
ience of the people, with more 
specific emphasis at first on those 
factors finding expression in physi- 
cal form, such as housing, water- 
power, effective land utilization, 
water uses and controls, and co- 
ordination of transportation fa- 
cilities. 

This movement must be re- 
garded as only just begun. The 
experience in the National Re- 
sources Board through contact with 
states planning boards and their 
work has revealed certain definite 
trends. In the first place, the 
state planning body becomes a co- 
ordinating agency that has been 
highly needed. State plans, there- 
fore, are not the work merely of 
the state planning body, but the 
work of many state departments, 
institutions and agencies, given di- 
rection, meaning and goal. Sec- 
ondly, we discovered that the very 
act of looking at the work of the 
state as a whole tended to bring out 
essential considerations which up 
to this time had been overlooked in 
state developments. In the third 
place, as these studies progressed, 
it became evident to all persons in 
contact with the enterprise that 
planning by its very nature must 
be a continuous process over a 
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considerable length of time. This 
fact alone gives a kind of stabil- 
ity to state activities which hitherto 
has been lacking in America. 

The growth of state planning 
and regional planning must ulti- 
mately rest on local interest, local 
initiative and local responsibility. 
While a new impetus may be pro- 
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vided by direct financial and per- 
sonnel assistance from the federal 
government, through _ various 
sources of cooperation the advising 
and guiding of local planning effort 
is the proper function, and respon- 
sibility of the state planning boards, 
and their underlying civic organi- 
zations. 


ee 


By 


HIO is among the very 
1 few states where the con- 
cept of state planning and 
the need therefor was 
"extant and germinating for some 
years before it spread across the 
- country under the leadership of 
the National Resources Board. It 
is not intended to imply that the 
concept was widely understood or 
the need broadly recognized. How- 


ever, it is a matter of record that 
the Ohio State Planning Con- 
ference organized to promote inter- 
est in city and regional planning 
and largely responsible for the ex- 
ceptional progress these made in 
the state, advocated and carried on 
‘its programs since 1926 the secur- 
- ing of a state enabling act to pro- 
- vide for state planning. 
Looking back on this movement 
now, from the perspective of the 
amazing record of 45 state plan- 
ning boards established in eighteen 
‘months through the sponsorship 
and assistance of the National Re- 
sources Board as a part of a na- 
tional planning effort, it appears 
significant that the first interest in 
and need for state planning in Ohio 
approached from the opposite direc- 
tion, as it were, from the direction 
of local planning. 
City and regional planning have 
‘long been recognized and widely 
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practiced in the state as instruments 
for sound community-development. 
The Ohio State Planning Con- 
ference (then called the Ohio State 
Conference on City Planning), 
organized about 1918, sponsored 
and secured the enactment in 1923 
of an exceptionally advanced set of 
city planning statutes. Stimulated 
by the unusually effective educa- 
tional activities of this organiza- 
tion and aided by this planning leg- 
islation, in a few years local plan- 
ning attained a remarkable develop- 
ment. Of 172 cities and villages 
in the state in 1930, of 2,500 pop- 
ulation and over, in 85 official plan- 
ning commissions have been estab- 
lished, containing 88 per cent of 
the state’s urban population; the 
four counties having county or re- 
gional planning commissions contain 
36.5 per cent of the state’s total 
population ; taken together the pop- 
ulation living under the jurisdic- 
tion of city or county planning 
commissions amounts to 63 per cent 
of the total population. 

It is only natural that, with local 
planning practiced so extensively, 
the need for co-ordination should 
manifest itself. Conflicts between 
the plans of adjoining communities, 
the need for leadership and organ- 
ization of effort in connection with 
projects of broad regional or state- 
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wide import, transcending the 
limits of local planning, produced 
the feeling that there is need for 
a planning agency that would guard 
against such conflicts and integrate 
into a workable whole the plans of 
the local authorities. A state plan- 
ning board was thought of and pro- 
posed as the planning agency for 
meeting these problems. 

The present Board was appointed 
by former Governor George White 
on February 5, 1934. As in other 
states it was established in response 
to the offer of co-operation and as- 
sistance of the National Resources 
Board. The State Planning Board 
has been actively functioning since 
its appointment and will continue 
to serve pending the establishment 
of a statutory board under an act 
now before the State Legislature. 
The present Board consists of ten 
members, of which five represent 
the state administrative depart- 
ments and five are citizen members. 
The act now pending provides for 
a board of nine members, the Gov- 
ernor and eight citizens to be ap- 
pointed by him. 

Under the act now before the 
Legislature the duties and func- 
tions of the Board will be to make 
a“. . . general state plan which 

. Shall show the Board’s recom- 
mendation for the development of 
the state. The state plan shall be 
made with the purpose of guiding 
and accomplishing a co-ordinated 
efficient and economical develop- 
ment of the state. . in accord- 


AGE 


operate with federal agencies or 
with interstate or regional authori- 
ties or with the authorities of neigh- 
boring states for the purpose of 
bringing about co-ordination be- 
tween the development of the na- 
tion and neighboring regions, states, 
counties and municipalities and the 
development of the State of Ohio. 
The Board shall advise and co-— 
operate with planning agencies 
and other public authorities within 
the state for the purpose of promo- 
ting co-ordination between state 
and local plans and development. 
. . . The Board may conduct such 
other studies and investigations as 
may contribute to a more satisfac- 
tory economic and social develop- 
ment of the state, or to the formu- 
lation of basic state policies and 
programs... .” 

Exceptional understanding of the 
objectives and principles of plan- 
ning by several members of the 
Board, the background of extensive 
city and regional planning in the 
state, the early assignment of a 
planning consultant by the Na- 
tional Resources Board, and the co- 
operation of the State Emergency 
Relief Administration in furnishing 
staff personnel, enabled the State 
Planning Board to formulate a 
program and initiate its studies 
with little delay. 

From the outset the Board per- 
ceived its functions to be those con-— 
tained in the act now pending, 
which was drafted by the Board, 


and formulated its program and 
policies in accordance therewith. | 
It regarded as its principal long- 
term function the preparation of a 


ance with present and future needs 
and resources. . .. The State Plan- 
ning Board may confer and co- 
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long-range basic plan for guiding 
the appropriate physical and social 
development of the state and the 
prudent use of its resources; recog- 
nizing at the same time its duty 
to assist, through its studies and 
advice, the various emergency agen- 
cies, federal, state and local, in 
their efforts toward recovery. Based 
on experience in city and regional 
planning, the Board perceived and 
adopted at the outset the general 
policy that state planning, if it is 
to be established as a permanent 
state governmental function, must 
demonstrate its realistic nature and 
effectiveness by combining the grad- 
ual formulation of a long-term, 
general state plan with participa- 
tion in advisory capacity in the 
work of state administrative de- 
partments affecting the develop- 
ment of the state. Accordingly, 
the work of the State Planning 
Board, even during its initial period, 
included activities of both of the 
above categories. 
Recognizing that a comprehen- 
| sive knowledge of existing condi- 
tions and trends is the obvious 
| initial step in any planning under- 
taking and indispensable for aiding 
intelligently the administrative 
agencies in the solution of current 
problems, the Board devoted the 
first six months to the collection, 
organization and analysis of an 
inventory of resources, facilities 
and social and economic conditions 
in the state. 
The investigations and studies 
| were pursued over a wide field, in 


2 


an attempt to gain general but com- 


Bik 


_ prehensive knowledge of the state 


and its problems, to acquire the 
proper perspective and to discover 
and appraise relationships with 
full knowledge of the limitations 
such procedure implied, with respect 
to both detail and exhaustiveness. 
Through such a procedure the un- 
covery of the principal problems 
was facilitated and general basic 
information obtained for every part 
of the state about physical eco- 
nomic and social conditions and 
trends, permitting by projection 
against this background the ap- 
praisal, in a general way, of the 
applicability of emergency measures 
advanced and of the need and long 
term value of proposed projects— 
besides laying the foundation for 
continuous state planning activities. 
With a modest state appropria- 
tion for incidental expenses, a sta 
supplied by the State Relief Ad- 
ministration and with the co-opera- 
tion of research units at Ohio State 
University and Miami University, 
of federal and state administrative 
departments and other agencies and 
individuals of outstanding compe- 
tence in their respective fields, sur- 
veys and studies were made of the 
growth and distribution of the 
state’s population, its social and 
economic condition and trends; of 
the natural resources of the state; 
of the present occupancy pattern, 
including natural environmental 
elements, as well as the man-made 
features of this pattern. ‘The re- 
sults of these studies, largely of a 
fact-finding nature, were presented 
in a “Preliminary Report on a Ser- 
ies of State Planning Studies” on 
August 15, 1934. On more than 
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400 pages and over 160 maps and 
graphs this preliminary report 
brought together, presented in a 
systematically organized manner, 
analyzed and interpreted, in the 
most part in graphic, easily intelli- 
gible form, a comprehensive inven- 
tory of the state’s resources and 
facilities. 

The preliminary report covered 
the following fields: 


I. The population and some 
of its characteristics 

. Rural land use 

. Mineral resources and in- 
dustries 

. Water supply and sanita- 
tion 

. Transportation 

. Railroad - highway grade 
crossings 

. Conservation and outdoor 
recreation 

. Rural school plant plan- 
ning 

. Development and location 


of manufacturing in- 
dustries. 

X. Programing of public 
works. 


The general finding with respect 
to the state’s major problems pro- 
duced by these stock-taking studies, 
manifold and far-reaching as these 
problems were found to be, was en- 
couraging at least in one respect. 
Most of the problems were dis- 
closed to fall into that field of plan- 
ning endeavor which aims to im- 
prove the man-made features of the 
occupancy pattern, in contrast to 
the other which seeks to remedy 
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maladjustments between population 
settlement and the natural ele- 
ments of such pattern. For in a 
state with such human and natural 
resources, industrial developments 
and wealth, as possessed by Ohio, 
the solution of problems of the first 
type should not be impossible, while 
adjustments of the second type, 
dealing as these do with practically 


unalterable natural elements on the 


one hand and with people on the — 


other, are, to state it mildly, ex- 
tremely difficult to accomplish. 

The latter type of problems are 
represented by: 

Approximately 3,000,000 acres 
of land in the agricultural problem 
areas of the subsistence type, 
amounting to about twelve per cent 
of the state’s area, on which ap- 
proximately 120,000 people can 
subsist only because they are being 


subsidized by the population of oth- © 


er sections of the state. : 

Population settlements formerly 
engaged in mining or manufactur- 
ing which now find themselves 


stranded because the operations — 


have become unprofitable, due in 
part at least to unwise methods em- 
ployed, the discovery of more ad- 


vantageous sources elsewhere, or 


technological advancements. 

The unsystematic or wasteful ex- 
ploitation of mineral resources, 
largely coal and oil. 

Most of the submarginal land 
will have to be turned back into 
forests ultimately. 


tional and conservational use. Part 
of the population may be re-settled 
in the valleys within the forest 


“ 


Fortunately — 
much of it is well suited for recrea- _ 


: 
: 
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areas where, with some dependable 
cash income from forestry work 
and later from wood working in- 
dustries, it may become self sup- 
_ porting. Some opportunities for re- 
settlement may be found also in the 
surroundings of manufacturing cen- 
 ters—in part-time farming. Sever- 
ance tax, licensing and supervision 
of mines would no doubt aid the 
poorer counties and conserve re- 
» maining reserves. Research to dis- 
cover new uses for minerals might 
be a means for improving the lot 
of stranded settlements. 
The state’s major problems with 
respect to man-made facilities and 
institutions are traceable, in gen- 
eral, to the rapid growth of popula- 
tion and manufacturing industries, 
more particularly to the concentra- 
tion of this growth in and around 
a few communities and regions and 
to the failure to make the adjust- 
ments called for by these changes. 
In 1880, the approximate date 
of the height of agricultural econ- 
~ omy in Ohio, the total population 
__ of the state amounted to 3,198,000, 
_ of which about one-third were 
-- urban and two-thirds rural. In 
1930, fifty years later, the total in- 
creased to 6,646,000; the propor- 
tions of rural and urban were re- 
versed; the rural population re- 
mained practically stationary; the 
urban population more than dou- 
bled; less than one sixth of the pop- 
ulation was concentrated on less 
than three per cent of the area of 
the state, and nearly 60 per cent on 
30 per cent of the area. Manufac- 
turing increased between 1899 and 


- 1929 by 700 per cent and 750 per 


cent, as measured by the value of 
manufactured products and the 
value added by manufacturing, 
respectively. Over 53 per cent of 
this manufacturing was concentra- 
ted in four of the state’s 88 counties, 
and 73 per cent in eight of the lead- 
ing manufacturing counties. 

The following are some of the 
major problems produced by these 
developments: 

Lack of storage facilities for 
domestic and industrial water sup- 
ply, which produced critical situa- 
tions in several communities dur- 
ing the 1930 and 1934 droughts 
and is actually threatening the in- 
dustrial existence of some; and the 
corollary problem of stream pollu- 
tion. The State Planning Board 
initiated studies of the water re- 
sources of the state by major drain- 
age basins to bring about the con- 
servation and the balanced use of 
such resources. 

Inadequate provisions for rec- 
reational and conservational facili- 
ties, especially for the highly con- 
centrated population of the major 
industrial regions. The State Plan- 
ning Board is engaged in a study 
for reorganizing and stimulating 
activities in this field. 

An antiquated rural school sys- 
tem, practically unchanged since 
the days when the population of 
the state was almost entirely agri- 
cultural and more or less uniformly 
distributed. Demonstration type- 
studies are in progress by the State 
Planning Board in six counties of 
different types (urban-metropoli- 
tan, rural-mining, rural-agricul- 
tural, etc.), to develop the type of 
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school plant and administrative or- 
ganization suitable in each. 

A very serious highway-railroad 
grade crossing problem, represented 
by over 2400 grade crossings on the 
state highway system, of which 250 
to 300 are a serious menace and 
should be eliminated as rapidly as 
possible. A rational program for 
the elimination of these crossings, 
based upon a study of their relative 
dangerousness, is under preparation 
by the State Planning Board. 

Adjustment and articulation of 
the state highway system in recog- 
nition of its new role as an instru- 
mentality for long distance travel. 
Lack of by-passes around large 
population centers, of highways of 
the “free-way” type (at least for the 
most heavily travelled routes), and 
of integration with other transport 
agencies, are some of the major 
shortcomings of the otherwise ex- 
ceptionally well developed state 
highway system. The State Plan- 
ning Board is making a preliminary 
study of this problem. 

Control of roadside developments 
and the protection of the country- 
side, not only in recognition of 
motoring as the most popular form 
of recreation, but as an aid to safe- 
ty, efficiency of highway transport, 
and conservation of values as well. 

The reduction of the cost and the 
revising of the efficiency and stand- 
ard of public administration by the 
consolidation of the 88 counties of 
the state into perhaps not more 
than one fourth of this number, or 
through the setting up of regional 
forms of administration. 

In accordance with the general 
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policy pursued by the State Plan- 
ning Board of combining the grad- 
ual development of a general state 
plan with participation in an ad- 
visory capacity in current activities, 
in recent months the State Plan- 
ning Board engaged in a large num- 
ber of studies of specific nature, 
chief of which were: 


Recommendations for submar- 


ginal land purchase demonstration 
units. 

Studies of land purchase pro- 
posals for recreational and conser- 
vational purposes. 

An investigation and report on 
the minimum-flow requirements in 
connection with the proposed Scio- 
to-Sandusky flood control water 
conservation project. A comprehen- 
sive study of the state administra- 
tive department in control of recre- 
ational and conservational activi- 
ties. 

An analytical study, in co-opera- 
tion with the State Emergency Re- 
lief Administration, of the extent 
and characteristics of the unem- 
ployed employables. 

A state-wide rural electrification 
survey, in co-operation with the 
State Emergency Relief Adminis- 
tration. 

The taking, compilation, and re- 
view of the National Inventory of 
Works Projects in co-operation 
with the State Public Works Ad- 
ministration Engineer. 

In spite of the numerous prob- 
lems confronting the State, of 
which some of the major ones and 
falling within the scope of state 
planning were touched upon here- 
inbefore, the situation in Ohio is@ 
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far from being discouraging. Not- 
withstanding all the waste of past 
years, the State still has great na- 
tural resources; it is inhabited by 


a virile, capable and industrious 


population, which on the whole at- 
tained a cultural and economic 
standard of living equal or superior 
to that found anywhere; it is 
equipped with highly developed and 
diversified industries, capable of 
producing practically all human 
necessities to provide adequately 
for its population; and possessing 
public facilities and institutions 
which compare favorably with 
those in any other state. Thus, with 


the qualification due to national 
and international interdependence, 
it may be said that the fundamental 
prerequisites of a sustained exis- 
tence on a high cultural and eco- 
nomic plane exist. It is not unrea- 
sonable therefore to believe that by 
using more intelligence, prudence 
and foresight than heretofore in the 
furtherance of the social welfare, 
much of it through the instrument 
of planning, most of the maladjust- 
ments and problems should be capa- 
ble of solution and life for present 
and future generations on such a 
plane attainable. 


By 


P. H. EL WOOD 


Pea L.THOUGH it may be 
Wi truthfully said that 
“Planning in Iowa is 
not new,” yet the 1934 
concept of planning is quite differ- 
ent and infinitely broader than any- 
thing yet experienced in the state. 
The Iowa ‘Twenty-five Year 
Conservation Plan of 1933 was 
the advance guard or scout of the 
planning movement in  lowa. 
Since then has come the rather 
complete Brookings Institute Re- 
port which was concerned mainly 
with governmental administrative 
problems. Now we have under 
the splendid leadership of the Na- 
tional Resources Board a far more 
comprehensive program of plan- 
ning than ever. Jowa, as soon as 
possible, energetically followed the 
national example and Governor 
Herring promptly appointed a 
strong non-partisan, unpaid board. 
This board was at once organized 
for action on a broad front with 
four major divisions aligned against 
the opposing forces of waste and 
destruction and their appalling 
losses in human and natural re- 
sources. 

These four divisions of the lowa 
State Planning Board were land, 
water, people and commerce. Un- 
der these four headings the twenty- 
two main projects and several sub- 


projects were classified and active 
work began at once. The state ad- 
ministrator and chief engineer of 
the FERA promptly recognized the 
value of the planning board to the 
work relief program and provided 
ample financial aid to carry on the 
whole planning program. 

A two-fold purpose motivated 
the planning board; viz., immedi- 
ate planned work relief projects 
and comprehensive plans for a long 
time public works and reconstruc- 
tion. Under the four main divi- 
sions, the following definite sur- 
veys and planning projects were 
put into active operation: 

Land—Land Use; Land Pur- 
chase and Mortgage; Garden 
Farms; Forests and Wastelands; 
Soils Survey; Biological Survey; 
Scenic, Historic & Recreation; 
Surveys, Maps & Plans. 

W ater—W ater Resources; 
Sewage & Water Systems; Water 
Analysis; Well Core Analysis; 
Rainfall and Flood Control; 
Gauging Stations on Streams; 
Survey of Meandered Streams & 
Lakes; Lower Des Moines River. 

People—Population and Social 
Trends; Education, Rural, Second- 
ary and Adult; Town & Village 
Housing; City Housing and 
Health; Zoning and Planning; 
Public Relations; Legislation. 
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Commer ce—Transportation ; 
Industrial Survey; Business Sur- 
vey; Public Service; Public Serv- 


ice, Rural; Public Works. 


Land 


Iowa’s eminent position among 
great agricultural states of this 
country is too well known to re- 
quire elucidation here. It is 
noteworthy, however, that in the 
recent progress report of the Na- 
tional Resources Board, lowa was 
accredited with 25 per cent of all 
grade-one land in the United States, 
more than that of any other two 
states combined. 

Planning in Iowa, therefore, 
must be concerned primarily with 
the efficient use and conservation 
of its land resources. Solution of 
the fundamental land use problems 


would undoubtedly contribute ef- 


fectively to the solution of many 
other problems in the state. 
Plans for the conservation and 


use of water resources, the wel- 


fare of the people, and the recov- 
ery and development of commerce 
and industry in cities, towns and 
villages in Iowa, are inextricably 
combined with the most effective 
and efficient use of its great ex- 
panse of highly productive land. 
Iowa in the future will more in- 
tensively cultivate the fertile acre- 
age within its borders. Conserva- 
tion of this rich soil through ero- 
sion control, new crops and crop- 
ping plans, establishment of graz- 


ing areas, reforestation, soil acidity 
correction, dairying and animal 
_ husbandry are among the physical 


problems involved in Iowa land 
use planning. 

Farm financing, a most impor- 
tant consideration in any plans for 
agricultural adjustment,  subsis- 
tence homesteads, part-time, or gar- 
den farming, rural rehousing, rural 
education, rural transportation, 
particularly farm-to-market roads, 
rural electrification, rural indus- 
tries, to provide part-time employ- 
ment, and adequate recreational 
facilities are other problems which 
must be met if a happy, contented 
permanent agrarian population is 
to continue effective agricultural 
production in this highly produc- 
tive farming area. 

Conservation of Iowa’s most 
important resources, conservation 
of 25 per cent of all grade-one land 
in the United States, should be of 
as great moment to Americans 
planning for an agriculturally-in- 
dustrially balanced nation of the 
future as it is to immediate occu- 
pants of Iowa land. 

Aside from purely agricultural 
phases of land use, however, Iowa 
has made rapid strides in another 
direction during the first year of 
work of the state planning board. 
Location of the first national for- 
est area in lowa is a source of great 
satisfaction. Game preserves and 
refuges have been established, 
drought stricken wild fowl fed, 
and other biological survey projects 
have proceeded apace. The eco- 
nomic value in the restoration of 
forest coverage in eroded parts of 
the state, conservation of water 
supply through restoration of 
lakes and sloughs in drought af- 
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fected counties and propagation of 
fur-bearing animals are self-evident 
additions to the commonwealth 
which can not be measured finan- 
cially. 


W ater 


Without ample water supply, 
surface and sub-surface, the most 
fertile land is of no consequence. 
This obvious fact was dramatically 
impressed upon the nation during 
the recent disastrous drought in 
several central and western states. 

Studies and conclusions of the 
water resources committee of the 
planning board are therefore of 
greater significance at this time 
than otherwise they might have 
been. Its findings, particularly in 
regard to the virtual disappearance 
of surface water as a result of 
over-intensive cultivation and 
drainage and the necessity for con- 
serving the normally abundant 
sub-surface waters, are of the great- 
est moment. 

Iowa is not generally under- 
stood to be one of the “flood”’ prob- 
lem states. Conclusions of the 
water resources committee demon- 
strate the error of this belief. An- 
nual losses in property not only af- 
fect this state but absence of flood 
control and water retention here 
add to ravages of rivers in the 
states south of Iowa. 

Public water supply, sewage dis- 
posal and stream pollution, and a 
tentative plan for development of 
the Lower Des Moines River Val- 
ley are other studies undertaken by 
the water resources committee 


which must be given the most se- 
rious consideration in planning for 
a better Iowa. 


People 


Experience has proven that an 
agricultural state, producing a con- 
siderable portion of the food re- 
serves of the nation, is one thing. 
A people in such a state is another. 
Farming in itself can be a source 
of great satisfaction to many 
people, but-an analysis of popula- 
tion trends demonstrates the im- 
possibility of maintaining a con- 
stant farm population unless rec- 
reational and cultural opportuni- 
ties, comparable in many ways tu 
those of cities, are available. Rec- 
reation means many different things 
to different people. To some it is 
sport of one kind or another. ‘To 
others it is simply an opportunity 
for complete relaxation during 
leisure time. The amenities in 
whatever form are an important 
part of cultural development. 

Emphasis is placed on this social 


aspect of state planning in an ef- — 


fort to correct a popular tendency, 
even among Iowans, to regard the 
state as a vast factory existing 
solely for the production of corn, 
hogs and other foodstuffs. Rural 
habitation does not necessarily 
mean priyation. Iowa agricultur- 
ists have earned the right, through 
sheer grit during many years of 
disappointment, to the material 
comforts provided by modern civ- 
ilization. ‘These are not unattain- 
able and the Iowa of the future 
should not again experience the 
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_ loss of its ablest youth through lack 
of cultural, or industrial opportu- 
nities. 

From its earliest history, Iowa 

_ has attached great importance to 

_ education. Vast sums of money 

_ have been spent by the state to pro- 
vide equal educational opportuni- 
ties for-everyone. Its elementary 

schools compare favorably with 
those of any other state and its in- 

~ stitutions of higher learning occupy 
an enviable position among the 
great universities and colleges of 
the country. As a consequence 
Iowa has the lowest percentage of 
illiteracy of any state in the nation. 
Nevertheless, in contemplating 

a state plan, a coordinated survey 
of educational facilities and condi- 

tions was regarded as highly essen- 

tial. This project is probably one 

- of the few of its kind undertaken 

by any state. Such a survey de- 
manded, and was accorded, the un- 

selfish cooperation of leaders in 
primary, secondary and _ higher 
educational institutions of Iowa. 

It exemplifies the essential neces- 

sity for much further planning in 

the projection of any program 

which has to do with the state as a 

whole. Educational problems 

_ highly pertinent to any future edu- 

educational institutions of Iowa. 

are set forth clearly. Definite rec- 

a ommendations for the solution of 

a many of them are offered. 

4 Thorough understanding of the 
aims and aspirations of the people 

"through an analysis of the popula- 

‘tion and a knowledge of its char- 

acteristics, abilities and 

ppons, is a basic concept in state 
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planning. Only through the initia- 
tion of programs of action by the 
people in communities may a state 
plan be brought to its logical reali- 
zation. 

This fact is clearly demonstrated 
in the experience of the housing 
committee. Rehousing and slum 
clearance projects were initiated in 
several Iowa municipalities based 
upon reports and surveys of the 
engineers of the planning board 
housing committee. Completion of 
these surveys and reports in 20, 
or more, municipalities during the 
year was an outstanding achieve- 
ment among planning board proj- 
ects. 

In collaboration with the hous- 
ing committee, planning board 
committees on land use, population 
and business and industry planned 
homestead projects which would 
meet the complicated problems of 
soils and land use as well as part- 
time employment among workers. 
The results of these studies and 
the experience with projects al- 
ready under way seem to indicate 
that part-time, or garden farming 
adjacent to mining area, municipal- 
ities and industrial centers may be 
the solution to many of the difficul- 
ties involved in raising the stand- 
ards of living and _ establishing 
permanent, attractive home com- 
munities for industrial workers in 
Iowa. 


Commerce 
Vital to recovery in a state the 


size of Iowa is rapid and economi- 
cal transportation. A coordinated 
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plan has been made for future de- 
velopment of railways, highways, 
waterways, airways and trunk pipe 
lines. Particular attention has 
been given to the building, or sur- 
facing, of rural roads in an effort 
to expedite solution of the farm-to- 
market transportation problem, 
which every spring agitates mud- 
bound farmers living along dirt 
roads. It was noted, also, that a 
new system of highway fees should 
be adopted to assure equitable sup- 
port by all users of highway con- 
struction and maintenance costs. 

Inevitably, business and indus- 
try, seeking new fields for expan- 
sion as the emergency passes and 
enterprise itself, must consider po- 
tential markets in Iowa. The plan- 
ning board committee on business 
and industry has completed some 
very interesting studies in antici- 
pation of this. It sought to dis- 
cover the cause of the rise and 
decline of towns and communities, 
possibilities for their revival, or to 
determine definitely that economic 
laws indicate there is no longer 
reason or justification for their 
existence. 

New industries are sought for 
Iowa to complement agricultural 
income and contribute to the suc- 
cess of part-time, subsistence or 
garden farming. In southeastern 
Iowa, the establishment of exten- 
sive forest purchase areas is ex- 
pected to provide new employment 
for a considerable number of 
people. The possibilities of rock- 
wool, ceramics, woodworking and 
other part-time industries are be- 
ing thoroughly explored with 
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promising prospects for a real, 
though unspectacular, revival. Re- 
stored prosperity in thriving lowa 
towns along sparkling rivers in the — 
future are now more than idle 
fancy. 

The committee also traced the 
history of commerce and industry 
in Iowa, ascertaining causes for the 
depression, analyzing the business 
experience of industrialists during — 
the depression, and determining the 
extent of recovery and indications 
for the immediate future. ‘The 
cooperation of business men in 
Iowa in helping to make this survey 
a success offer gratifying evidence 
of the general public support ac- 
corded state planning during its 
first 12 months. 

The Iowa State Planning Board 
enlisted the aid of more than 250 | 
technical and professional experts 
who donated their time and energy 
to the success of the Iowa studies. | 

They were appointed as a fact-_ 
finding, coordinating, planning or- 
ganization. Policies immediately _ 
determined, and thereafter con- — 
tinued, forbade the exercise of any — 
administrative authority, since the — 
board felt that its functions as an — 
impartial, fact-finding, coordinat- 
ing, planning agency would be im-_ 
periled were it to attempt admin- 
istrative duties. ‘ 

The success of the technical and 
professional people of Iowa, in 
working out plans for Iowa by 
Iowans to determine a basis for our 
participation in the national pro- 
gram, has been _ outstanding 
Iowa’s opportunities for the con- 
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_ servation of land, water, people and 
commerce can now be based on ac- 
curate knowledge. 

This, briefly, has been the work- 

‘ing program of the Iowa State 


tr eh 
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Planning Board. As a new board 
is appointed, a somewhat simpli- 
fied program will be organized. 
However, the objectives remain the 
same, Planning a Better Iowa. 
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the National Resources Board 
and to the State Planning Boards 
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in the preparation of this number. 
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Ohio State Planning Board. 
Philip H. Elwood is Director and 
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State Planning Board. 


Sat Nees 
May 20, 21 and 22 saw the 


convention of an important con- 
ference in Cincinnati on economic 
planning. The general subject 
was “What City, Regional, State 
and National Planning can do for 
the Future of American Cities.” 
The conference was called by the 
American City Planning Insti- 
tute, American Civic Association, 
American Society of Planning 
Officials, and the National Con- 
ference on City Planning. 
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Such subjects as “Must Ameri- 
can Cities Decay?”, “The Plan- 
ning Process as a Remedy”, “The 
Rehabilitation of the Blighted Dis- 
trict—A Cooperative Enterprise’, 
“State Planning and Urban Com- 
munities”, “Federal Activities and 
Urban Planning”, “Planning Edu- 
cation”, and “Planning Adminis- 


tration of Public Support’, were 
discussed. 
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The program included as 
speakers the following: 

L. Segoe, Planning Consultant, ~ 
Cincinnati. 

R. D. McKenzie, Department 
of Sociology, University of Mich- 
igan. 

Philip H. Cornick, National In- 
stitute of Public Administration. 

Tracy B. Augur, Tennessee 
Valley Authority. 

William Haber, Professor of 
Economics, Michigan State Col- 
lege. ) 

Shelby M. Harrison, General — 
Director, Russell Sage Founda- 
tion. 

Hon. Russell Wilson, Mayor 


of Cincinnati. | 


Frederic A. Delano, Vice- | 
Chairman, National Resources — 
Board. 


A. R. Mann, Provost, Cornell 
University, Chairman of the New | 
York State Planning Board. 

G. Donald Hudson, Tennessee _ 
Valley Authority. ; 

Russell V. Black, Planning 
Consultant, New Jersey State 
Planning Board. § 

Joseph T. Woodruff, Consul- 
tant to the New England Regional 
Planning Commission. 7 

Hugh R. Pomeroy, Planning 
Consultant, Palo Alto. : 

Earl O. Mills, Consultant to 
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the State Planning Boards of Ark- 
ansas and Oklahoma. 

C. A. Dykstra, City Manager 
of Cincinnati. ; 

Gilmore D. Clarke, Professor of 
Regional Planning, Cornell Uni- 
versity. 

Walter H. Blucher, Executive 
Director, American Society of 
Planning Officials. 

» Edwin S. Burdell, Department 

of Sociology, Massachusetts In- 
stitute of Technology. 

: Herbert U. Nelson, Executive 
Secretary, National Association of 
Real Estate Boards. 

_ Edward M. Bassett, Counsel, 
Zoning Committee of New York 
City. 

Charles E. Merriam, Professor 
of Political Science, University of 


_ Chicago. 

— Morton L. Wallerstein, Chair- 

man, Virginia State Planning 
Board. 


» Charles W. Eliot, 2nd, Execu- 
tive Officer, National Resources 
_ Board. 

Robert H. Randall, Consultant, 

~ National Resources Board. 

- Jacob L. Crane, Jr., Planning 
‘Consultant to the State Planning 

Boards of Illinois and Wisconsin. 
~ Louis Brownlow, Director, Pub- 

licAdministration Clearing 

House. 

Henry V. Hubbard, Chairman 
_ of the School of City Planning, 

_ Harvard University. 

Alfred Bettman, Chairman of 

‘the Cincinnati Planning Commis- 

sion. ae 
_ Myron D. Downs, Engineer of 


the Cincinnati Planning Commis- 
sion. 

H. B. Steeg, City Engineer, In- 
dianapolis. 

Marshall Dana, Chairman, 
Northwest Regional Plan Com- 
mission. 

Hon. Harold L. Ickes, Secretary 


of the Interior. 
JK = YN AN 


The Embassy of the U. S. S. R. 
announces: 

“The first All-Union Congress 
of Soviet Architects is shortly to 
take place in Moscow. 

“The wise program of the Con- 
gress touches all the problems in 
which the Soviet architects are 
now interested. 

“The main report is to be de- 
voted to the problems of Soviet 
Architecture. It will throw light 
on the historical development of 
architecture and the problem of 
mastering the cultural legacy of 
the past, as well as the place and 
significance of architecture in so- 
cialist construction. 

“At the plenary session of the 
Congress reports will be delivered 
concerning architectural education, 
training of highly qualified build- 
ers, town and settlement plan- 
ning, etc. 

“Special place will be taken by 
the report on building and plan- 
ning of the ‘colhoz’ village, which 
requires quite new principles of 
solution, inasmuch as the over- 
whelming majority of the small 
and scattered peasant economies, 
having organized into collective 
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economies (‘colhozes’) have 
adopted a large scale, socialized 
agriculture and inasmuch as state- 
owned Soviet farming economies 
(‘sovhozes’) and Machine-Trac- 
tor station ‘MTS’) have been 
created throughout the country.” 


LN eas 


Economics of Planning, Princi- 
ples and Practice, by H. R. Bur- 
rows and J. K. Horsefield of the 
University of Bristol, England, is 
published by the American Acad- 
emy of Political and Social Science, 
Philadelphia. This pamphlet is 
similar in format to American 
Planning in the Words of its Pro- 
moters, by Hugo Haan, published 
in March, 1932. 


VAS ef SNE at 


_ Publication of the Social Work 

Year Book for 1935, edited by 
Fred S. Hall, is announced by the 
Russell Sage Foundation. ‘This is 
a valuable directory of 700 pages 
listing all agencies of social im-. 
port. ESPA is listed. 


AGE 


Plans for a miniature City 
Planning Commission made up of 
advanced and superior students in 
sociology, political science, eco- 
nomics, landscape architecture, 
architecture, civil engineering, law 
and journalism have been an- 
nounced by the Department of 
Landscape Architecture of the 
College of Fine and Applied Arts, 
University of Illinois. The 
“Commission” recently began its 
studies upon this new ‘“‘collabora- 
tive” plan under the direction of 
Stanley White, Professor of Land- 
scape Architecture. 


Net OSES 


The Board of Trustees reports 
a continued and gratifying increase 
in the membership of the Associa- 
tion. 

A confidential transcript of the 
discussion at the conference on 
Subsistence Homesteads in _ its 
Relationship to Social Planning, 
sponsored by ESPA, has been — 
mimeographed by the plan office. 
While the copies last, they will be 
sent to members only, on request. 
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(Preliminary) 


In the Library of the National Resources Board. 


Compiled May, 1935, by the National Resources Board and issued as its 
Circular VI. 


‘ Arkansas 


Preliminary Report of the Arkansas 
State Planning Board, September 10, 
1934. Typed MS.—369 pp.—lIllus., 

: maps, charts, tables. 

A Preliminary Survey of Land Utiliza- 
tion and Land Use in the State of 
Arkansas. January 31, 1935. Ar- 
kansas State Planning Board. Typed 
MS.—164 pp.—maps, charts. 

Report of National Inventory of Works 
Projects for State of Arkansas—1935. 
Alexander Allaire, M. H., State Engi- 
neer, PWA. ‘Typed MS.—36 pp.— 

maps and illus. 

State Planning for Arkansas—Second 
Report, March, 1935. Arkansas State 
Planning Board. Mimeo’d.—290 pp. 
—illus., maps, charts, tables. 

‘Extent and Character of Desirable Ad- 

justment in Rural Land-Use and the 

Most Effective Means of Obtaining 

Such Adjustments for the State of 

_ Arkansas—Arkansas State Planning 

We Board. Typed MS.—43 pp.—6 tables 

- _ and maps. 

- Introductory Statement on Land Utiliza- 

tion in Arkansas. Arkansas State 

Planning Board. Typed MS.—31 pp. 

—13 maps and tables. 


Arizona 


- Land-Use and Land-Use Problem Areas. 
September, 1934. Arizona State Plan- 
ning Board. Typed MS.—64 pp.—5 
tables, 2 maps. 


California 
A Report to the National Resources 
Board on the Work of the California 
State Planning Board—January to 
December, 1934. Typed MS.—225 pp. 
—illus., maps, charts, tables. 

eport of State Planning Board—For 
Period December 1, 1934, to April 115; 
Typed MS.—36 pp.—charts. 
on-Urban. lLand-Use in California. 
November, 1934. California State 
Planning Board. Typed MS.—30 Pp. 
-—maps. se 


Colorado 


Preliminary Report to the National Re- 
sources Board on State Planning in 
Colorado—For the 6 months ending 
August 12, 1934. Colorado State 
Planning Board. Typed MS.—188 pp. 
—maps, charts, tables, photos. 

Progress Report—April 20, 1935. State 
Planning Commission. Typed MS.—57 
pp.—maps, charts, illus. 

Problem Areas— Preliminary Report, 
September, 1934. Colorado State 
Planning Commission. Typed MS.— 
164 pp.—tables and map. 


Connecticut 


Report for the First Six Months Period 
—Jan. 12 to July 12, 1934. Con- 
necticut State Planning Board. Typed 
MS.—66 pp.—maps, charts. 

A Condensed Report on Planning for 
Connecticut—October 9, 1934. Con- 
necticut State Planning Board. Typed 
MS.—97 pp.—maps, tables. : 

A Report on State Laws Affecting the 
Making and Carrying Out of Munici- 
pal Planning in the State of Connecti- 
cut and Fairfield County Pl’g. Ass’n. 
August, 1934. Fairfield County Plan- 
ning Ass’n. Mimeo’d.—177 pp. 

Land-Use Report of Connecticut—Sep- 
tember 1, 1934. Typed MS.—10 pp. 
—maps and tables. 


Delaware 


Discussion of Land-Use in Delaware— 
October, 1934. By Land Planning 
Consultant. Typed MS.—5 pp.—maps. 


Florida 


Progress Report, April 6 to Dee. 31, 
1934. Florida State Planning Board. 
Mimeo’d.—85 pp.—tables, forms. 

Report of Florida State Planning Board 
Committees on Transportation, Public 
Works, Taxation and Education, April 
1, 1935. Mimeo’d.—69 pp.—maps, 
tables. 
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Report on Water Resources of Florida 
to Florida State Planning Board, Feb- 
ruary 27, 1935. Donald S. Wallace, 
Dist. Engineer, U. S. Geological Sur- 
vey, in collaboration with Herman 
Gunter, Asst. Supervisor, State Board 
of Conservation. Mimeo’d.—6 pp.— 
tables. ~ 

“Report on Land Use Problems and Con- 
ditions in Florida.”—Mar. 15, 1935. 
Florida State Planning Board. Typed 
MS.—156 pp.—maps, charts, tables. 

Proposed 10-Year Plan of Aviation De- 
velopment, 1935-1945. A. B. MeMul- 
len, Director, Aviation Division of 
FERA and SRB. Mimeo’d.—59 pp.— 
illus., charts, tables, maps. 

Character of the Problems and Possible 
Means of Adjustment. Florida State 
Planning Board. Typed MS.—198 pp. 
—-maps and tables. 


Georgia 


Character of Problems and Possible Ad- 
justments in Rural Land-Use. By 
Land Planning Consultant. Typed 
MS.—43 pp.—maps and tables. 


Idaho 


Six Months Progress Report—Idaho 
State Planning Board. June 5 to Dec. 
5, 1984—Idaho State Planning Board. 
Typed MS.—113 pp.—charts, tables, 
Maps. 

Land-Use Planning Report of the Idaho 
State Planning Board, Dec. 15, 19384. 
Typed MS.—11 pp. 

Preliminary Report of Rural Land Use 
—September, 1934. Idaho State Plan- 
ing Board. Typed MS.—65 pp.—tables. 


Illinois 


Progress Report, Illinois State Planning 
Commission, July, 1934. Mimeo’d.— 
291 pp.—charts, maps, tables. 

Report of the Illinois State Planning 
Commission, December, 1934. Mimeo’d. 
—110 pp.—maps, charts, tables. 

A Preliminary Report’on Land Use for 
Illinois with Reference to Problem 
Lands. Illinois State Planning Com- 
mission. Nov., 1934. Mimeo’d.—46 
pp.—maps, tables. 

Studies of Watershed Areas in the State 
of Illinois with General Statistical 
Data, March, 1935. Illinois State 
Planning Commission. Typed MS.— 
217 pp.—maps, charts. 


Indiana 


Report of the Consultants of the State 
Planning Board of Indiana for the 
Period Ending February 22, 1935. 
Typed MS.—122 pp.—maps, charts. 

Preliminary Report. Vol. I. A State 
Plan for Indiana—1934. Indiana State 
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Planning Board. Multi’d—193 pp.— 
illus., maps, charts, tables. ¥ 
Preliminary Report, State Planning 
Board—Vol. 2, 1934. Multi’d.—210 

pp.—illus., maps, charts, tables. 

A Digest of Available Information— 
January 11, 1935. State Planning 
Board of Indiana. Mimeo’d.—43 pp. 

Outline for Treatment of Business In- 
vestigation and Research Projects— 
Sept., 1934. Indiana State Planning 
Board. 

Progress Report on Employment in In- 
diana and on Emergency Work-Relief 
Program for 1934-1935. December 10, 
1934. Special Report No. 4, Indiana 
State Planning Board. Typed MS.— 
10 pp.—chart. 

The Extent and Character of Desirable 
Adjustments in Rural Land-Use in 
Indiana. Indiana State Planning 
Board. September, 1934. Typed MS. 
51 pp.—maps, tables and illus. 


/ Iowa 


A Report of the Iowa State Planning 
Board—Sept., 1934. Litho’d.—507 
pp.—illus., maps, charts, tables. 

State Plan—lIowa State Planning Board 
—Part I, Land; Part II, Water; Part 
III, People (Recreation) ; Part IV, 
Commerce—April, 1935. Typed MS. 
—148 pp.—charts, maps, tables. 

Proposed Program—November 1, 1934, 
to May 1, 1935, and Other Statements, 
Iowa State Planning Board. Typed 
MS.—15 pp.—tables. 

A Preliminary Program of Work by the 
Iowa State Planning Board, April to 
July, 1935. 

Land Use Adjustment Survey for Iowa, 
1934. Iowa State Planning Board. 


Typed MS.—88 pp.—maps, tables. 


Hand Book for Field Workers, 1935, 
Iowa State Planning Board, City 
Health and Housing Survey Project 
1039. Mimeo’d. 

A Primer on Planning—May, 1935. Iowa 
State Planning Board. May, 1935. 
Typed MS.—8s0 pp. 

Looking Ahead—An Outline of Planning 
—tIowa State Planning Board. Typed 
MS.—64 pp. ; 

Traffic Survey Procedure—1935. Iowa 
State Planning Board, Cooperating 
with Iowa State Highway Commission. 

Public Service Division Procedure and 
Forms, 1935. 
Board. 

The Income of the Counties of Iowa, 
1935. Iowa State Planning Board. 
Committee on Population and Social 
Trends. Mimeo’d.—382 pp., including — 

maps and charts. _ 


A Survey of Out-of-School Rural Youth — 


in Iowa, 1935. 
Board. 
tables. , 
Report of the Small Ponds, Sloughs and 


Iowa State Planning © 
Mimeo’d.—50 pp.—charts, 


Iowa State Planning — 
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Reservoirs Survey. August 1, 1934. 
Iowa State Planning Board. Typed 
_MS.—13 pp.—charts, forms. 

Report by State Planning Board on 
Public Works and Business and In- 
dustry Surveys—December 31, 1934. 
Typed MS.—26 pp.—tables, forms. 

Stream Improvement Devices, 1935. 
Iowa State Planning Board and the 
Towa State Fish and Game Commis- 
sion. 18 Blue Print Illus. 

Business Survey of Northwest Iowa, 
Oct., 1934—Project No. 1041. lowa 
State Planning Board. Mimeo’d.—14 
pp.—maps, charts, tables. 

Occupation of Gainful Workers: Iowa 
1900-1930. Iowa State Planning Board. 

» _Mimeo’d.—37 pp.—tables, charts. 
- Fact-Gathering and Statistical Work in 


Towa, 1935—Iowa State Planning 
Board. Project No. 1048. Mimeo’d.— 
19 pp. 


Library Service in Iowa—Submitted to 
Iowa State Planning Board by C. H. 
Brown, Librarian, Iowa State College, 
1935—Project No. 1043. Mimeo’d.— 
55 pp.—charts, tables. 

‘The Production and Marketing of Corn- 
stalk Insulation Board, April 5, 1935 
—lIowa State Planning Board. Mim- 
eo’d.—15 pp.—maps, charts. 

Woody Plants of Iowa Recommended for 
Game Cover, 1935—Iowa State Plan- 
ning Board for the Iowa Fish and 
Game Commission. Mimeo’d.—18 pp. 
illus., charts. 

A Report by the Committee on Popula- 

- tion and Social Trends, Project No. 
8-42-1048. May, 1935, State Planning 
Board. Mimeo’d. — 32 pp. — maps, 
charts. 

Rural Electrification, Sept., 1934—Iowa 

> State Planning Board—Project 1052. 

_. Typed. MS.—48 pp.—maps, charts. 

Report on Visual Instruction Service of 
Towa Colleges and Universities April, 
1935—Sub-Committee on Radio and 
Visual Education of State Planning 
Board. Mimeo’d.—14 pp. 

- Report on Radio Activities of Iowa Col- 

 -Jeges and Universities—April, 1935. 
Sub-Committee on Radio and Visual 
Education of the State Plan. Board. 

-  Mimeo’d.—32 pp. 

- Bulletin on Housing—April, 1935—Iowa 
State Planning Board. Mimeo’d.— 
ht 12 pp. 

_ Proposed Plan for Public Service Pxten- 

sions and Improvements, April, 1935— 

Public Service Division, Iowa State 

Planning Board. Mimeo’d.—10 pp. 


Kansas 


Progress Report—Sept., 1934—Kansas 
State Planning Board. Mimeo’d.— 
188 pp.— illus, maps, charts, tables. 


State Planning Board—March, 1935. 
- Mimeo‘d.—34 pp.—maps, forms. 


Second Progress Report of the Kansas . 


Water Conservation and Flood Control, 
1934—Kansas State Planning Board. 
Typed MS.—44 pp.—maps, charts. 

The Next 20 Years — Report — Geary 
County (Kansas) Planning Committee. 
Sponsored by the Kansas State Plan- 
ning Board, March, 1935. Mimeo’d. 
—55 pp—charts, tables, maps. 


Kansas Natural Gas— Kansas State 
Planning Board — December, 1934. 
Mimeo’d.— 28 pp.—charts, tables, 
maps. 


Rural Schools in Kansas—March, 1935 
—Kansas State Planning Board. Mim- 
eo’d.—22 pp.—illus., tables. 

The Coordination of Transport, 1934— 
Kansas State Planning Board. Mim- 
eo’d.—21 pp.—tables. 

State Parks and Recreational Areas— 
March, 1935—Kansas State Planning 
Board. Mimeo’d.—18 pp.— charts, 
maps, illus. 

Textual Discussion on the Various Prob- 
lem Areas in Kansas. Kansas State 
Planning Board. September, 1934. 
Typed MS.—61 pp., with maps and 
tables. 


Kentucky 


Preliminary Report on a Series of State 
Planning Studies—Sept., 1934. Ken- 
tucky State Planning Board. Typed 
MS.—227 pp., incl. maps, charts, 
tables. 

Land-Use Problem Area — Kentucky 
State Planning Board—October, 1934. 
Typed MS.—28 pp.—maps. 


Louisiana 


Report to National Resources Board— 
February, 1935. Louisiana State Land 
Planning Consultant. Typed MS.—186 


pp.—maps, tables and illus. 
Maine 
Maine State Planning, Three Months 


Period Ending August 20, 1934. Maine 
State Planning Board. Typed MS.— 
216 pp.—illus., maps, charts, tables. 

Report of the Maine State Planning 
Board to the National Resources 
Board, Sept. 12, 1934, to March 15, 
1935. Typed MS—64 pp.—maps, 
charts, illus., tables. 
Progress Report — Digest —— January, 
1935. Maine State Planning Board. 
Report on Land-Use Problem Areas in 
Maine—Maine State Planning Board. 
Typed MS.—19 pp.—maps. 

“what do you Know About Minerals of 
Maine ?’—-Freeman F. Burr. Mimeo’d. 


17 pp. é 
“What Is the Maine State Planning 


Board?” — Iebruary, 1935. Maine 
State Planning Board. Mimeo’d.—15 
pp.—maps. 
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Reports Relative to Six Prospective Sub- 
marginal Land Purchase Projects in 
Maine. December, 1934. Maine State 
Planning Board. Typed MS.—383 pp.— 
maps and tables. fe 

Rehabilitation of Maine Farmers Living 
on Submarginal Land and Poverty 
Farms.—Charles H. Merchant. Typed 
MS.—49 pp.—tables and illustrations. 

The Present Status of Maine Farm Land 
and Land Use Changes 1880-1930. 
March, 1935. Maine State Planning 
Board. Typed MS.—249 pp.—maps, 
tables and charts. 

Maine Farm Electrification—Maine State 
Planning Board—Dec., 1934. Typed 
MS.—19 pp.—tables. 


Maryland 


A Preliminary Report of the Maryland 
State Planning Commission, August 
12, 1934. Typed MS.—105 pp.— 
maps, charts, tables. 

A Ten Year Highway Program, March, 
1935—State Planning Commission of 
Maryland. Mimeo’d.—47 pp.—maps, 
charts. 

Conservation Problems in Maryland, Feb- 
ruary, 1985—The Sub-Committee on 
Conservation—State Planning Com- 
mission. Mimeo’d.—50 pp.—tables. 

Erosion. October, 1934. Maryland State 
Planning Commission. Typed MS.— 


5 pp. 
Desirable Adjustment in Rural Land Use 


for Maryland. Maryland Planning 
Commission. September, 1934. Typed 
MS.—16 pp. 

Massachusetts 


Report on Land-Use Problem Areas. 
September, 1934. Land Planning Con- 
sultant. Typed MS.—5 pp.—maps 
and table. 


Michigan 


Preliminary Report on State Planning. 
January, 19385—Michigan State Plan- 
ning Commission. Mimeo’d.—397 pp. 
maps, charts, tables. 

A Preliminary Report on State Planning, 
September, 1934. Michigan State 
Planning Commission. Typed MS.— 
337 pp.—maps, charts, tables, illus. 

Michigan Public Works—Inventory and 
Program—March 1, 1935. Michigan 
State Planning Commission. Mimeo’d. 
—13 pp.—illus., maps, charts, tables. 

Michigan Public Works—Inventory and 
Program, Appendix—March 1, 1935. 
State Planning Commission. Typed 
MS.—108 pp. 

Report of FHRA Research Program at 
Michigan College of Mining and Tech- 
nology—Project 31-F2-59. Summary 
to Dec., 1934. Michigan State Plan- 
ning Commission. Mimeo’d.—28 pp. 
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Michigan Problem Areas—September, 
1934—-Michigan State Planning Com- 
mission. Typed MS.—13 pp.—map. 

Land Planning Progress Report—State 
Planning Commission, February, 1935. 
Typed MS.—13 pp., with maps, charts 
and illus. 


Minnesota 


Report of State Planning Board to Na- 
tional Resources Board—38 Vols. Parts 
I and II, to Nov., 1934; Part III, to 
April 15, 1935. Mimeo’d and printed— 
409 pp.—illus., maps, charts, tables. 

Water Resources in Minnesota—Septem- 
ber, 1934—Minnesota State Planning 
Board. Mimeo’d.— 22 pp.— maps, 
charts, tables. 

Land Use Problem Areas in Minnesota 
—Sept., 1934—-Minnesota State Plan- 
ning Board. Typed MS.—58 pp., with 
17 maps and tables. 

Land Use Problem Areas in Minnesota. 
March, 1935. Minnesota State Plan- 
ning Board. Typed MS.—29 pp.— 
maps and tables. 


Mississippi 
Textual Discussion of Problem Areas 
Map of Mississippi. 


Mississippi State Planning Board. 
Typed MS.—51 pp., with map. 


Missouri 


A State Plan for Missouri—Preliminary 
Report (Digest). Oct. 8, 1934. Mis- 
souri State Planning Board. Mimeo‘d. 


—87 pp.—illus., maps, charts, tables. — 


November, 1934. | 


A Report on State Planning in Missouri | 


—April 15, 1935. Consultants, Mis- 
souri State Planning Board. Typed 
MS.— 444 pp.—maps, charts, photos. 
Land Resources and Problems—Prelimi- 


nary Report to N. R. B., Revised to — 


January 3, 1935. Missouri State Plan- 
ning Board. Mimeo’d.—99 pp.—maps, 


charts, tables. 
Efficient Use of Missouri Lands—Janu- 
ary, 1935. The University of Mis- 


souri Agricultural Experiment Sta- 
tion. Mimeo’d.—75 pp.—maps, charts, 


tables. 


ered Ozark Parkway—December 17, : 


Missouri State Planning Board. 

Typed MS.—11 pp.—illus., maps, 
photos. 
Needed Planning Measures in Missouri 
—August 19, 1934. 


—s 


Missouri State © 


Planning Board. Typed MS.—24 pp. — 
Determining the Extent and Character of — 


Desirable Adjustment in Rural Land- 
Use and Most Bffective Means of Ob- 
taining Such Adjustment. September, 
1934. Missouri State Planning Board. 


Mimeo’d.—99 pp.—maps, tables, illus. 
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Montana 


Report of State Planning Consultant, 
National Resources Board, to Gover- 
nor Cooney, Chairman of Montana 
State Planning Board, 1985. Mimeo’d. 
—oJ pp. 

Digest of Montana Public Works Inven- 
tory—State Planning Board and Ad- 
visory Planning Council—March 26, 
1935. Typed MS.—83 _ pp.—maps, 
charts, tables. 

Areas Designated as Problem Areas— 
September, 1934. Montana State 
Planning Board. Typed MS.—11 pp. 


_ ——map. 
Land-Use Planning. Montana State 
» Planning Board. Typed MS.—10 pp. 


Nebraska 


Nebraska Land-Use Report — 1934. 
Nebraska State Planning Board. Typed 
MS.—19 pp.—maps and tables. 


Nevada 


“Will Nevada Continue to Contribute 
From Its Mineral Resources to The 
Wealth of Other States?”—1935. J. H. 
Buehler, Member, State Planning 
Board. Typed MS.—8 pp. 

Preliminary Report Geological Survey 
in Nevada—1935. State Bureau of 
Mines through State Planning Board. 
Mimeo’d.—9 pp. 

Land-Use Planning Report—September, 
1934. Nevada, State Planning Board. 
Typed MS.—maps and illus. 


ee New Hampshire 

‘State Planning Activities in New Hamp- 
shire—December 13, 1933, to June 13, 
1934—-Supplementary Report to Na- 
tional Resources Board. New Hamp- 
shire State Planning Board. Typed 

 MS.—141 pp.—maps. 

‘New Hampshire State Planning Prob- 
Jems and Recommendations — July, 
1934. New Hampshire State Planning 
Board. 

‘State Planning in New Hampshire— 
March 15, 1935—State Planning and 
Development Commission. Mimeo’d. 
—125 pp.—illus., maps, charts, tables. 

‘Water Bodies in New Hampshire—De- 
cember 1, 1934. An Inventory Pre- 
pared by the New Hampshire State 
Planning Board. One of a series of 
publications complementary to Plan- 

ning Board Report—December i 

41934, Mimeo’d.—141 pp.— charts, 
tables. 

“The Bxtension of Public Ownership of 

Tiand in New Hampshire—Jan. 1, 

4935. New Hampshire State Planning 

Board. Mimeo’d. —11 pp. — illus., 

: maps. 


Public Passenger Carriers in New Hamp- 
shire—Part I—March, 1985. Advis- 
ory Committee on Transportation. 
Mimeo’d.— 38 pp.—illus., maps, tables, 
charts. 

An Adequate Land-Use Program for New 
Hampshire. New Hampshire State 
Planning Board. Typed MS.—20 pp. 


New Jersey 


Preliminary Report, Volume II, March, 
1935. New Jersey State Planning 
Board. Typed MS.—26 pp.—maps, 
charts, tables. 

Land Planning Report—October, 1934. 
New Jersey State Planning Board. 
Mimeo’d.—59 pp.—maps, tables. 

A Preliminary Report Upon Planning 
Surveys and Planning Studies For the 
State of New Jersey—September 24, 
1934. New Jersey State Planning 
Board. Mimeo’d.—63 pp.—maps. 

A Report on a Program of Public Works 
and Public Works Planning, April 1, 
1935. Public Works Division of the 
ERA of New Jersey. Typed MS.—102 
pp.—maps. 


New Mexico 


Progress Report of New Mexico State 
Planning Board, April 15, 1935. New 
Mexico State Planning Board. Typed 
MS.—334 pp.—maps, charts, tables. 

Preliminary Report to National Re- 
sources Board—December 15, 1934. 
New Mexico State Planning Board. 
Typed MS.—199 pp.—maps, charts, 
tables. 

The Extent and Character of Desirable 
Adjustment in Rural Land-Use and 
the Most Hffective Means of Obtaining 
Such Adjustment. Sept., 1934. New 
Mexico State Planning Board. Typed 
MS,—142 pp.—maps. 


New York 


State Planning for New York—Summary 
of Progress to Governor Herbert H. 
Lehman, January, 1935. New York 
State Planning Board. Mimeo’d.—91 
pp.—maps, charts. 

Report on State Planning in New York 
to National Resources Board for Per- 
jod March 1, 1934, to April 15, 1935. 
New York State Planning Board. 
Typed MS.—10 pp. : 

A Progress Report to the National Re- 
sources Board on the Making of a 
State Plan for New York—March 1 to 
September 1, 1934. New York State 
Planning Board. Mimeo’d.—159 pp. 
—maps, charts, tables. 

Preliminary Report on Land-Use Plan- 
ning in New York State—Sept., 1934. 
New York State Planning Board. 
Typed MS.—42 pp.—maps, tables. 
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Local Government and Submarginal 
Land—March 15, 1935. New York 
State Planning Board. Mimeo’d.—23 
pp.—charts, tables, unbound. 

Report on Publicity—October 29 to April 
15, 1935. New York State Planning 
Board. Mimeo’d.—6 pp. text; 181 pp. 
reproduced clippings. 

State Planning Board Bulletins 1-20— 
March, 1934; March, 1935. Mimeo’d. 
—195 pp.—maps, charts. 

Public Works Inventory in New York 
State—April, 1935. Conducted Jointly 
by the Works Committee of State 
Planning Board and the State Hngi- 
neer of PWA. Mimeo’d.—6 pp.— 
charts, tables. 

Miscellaneous Reports—New York State 
Planning Board— 

General Program for County Planning 
Projects (to be set up under the 
State Relief Administration). 


Report of the Committee on Rural 
Land Planning to the New York 
State Planning Board. 


Report of the Subcommittee on Zoning 
to the Rural Land Planning Com- 
mittee of the New York State Plan- 
ning Board. 

The Rural-Urban Movement in New 
York State. 

Soil Erosion in New York. 

Suggestions and Recommendations in 
Planning for the Use of Administra- 
tion of Water Resources. 

Memoranda—Regularization of Stream 
Flow and Ground Water Levels by 
Means of Reforestation, Storage 
Reservoirs and Control of Swamp 
Drainage. 

Tax Delinquency in Rural New York. 

Past Trends and Migrations of Popu- 
Jation in New York State, 1900— 
1930. 

Report of Committee on Recreation. 


North Carolina 


Land-Use Survey of North Carolina— 
April, 1935. North Carolina State 
Planning Board. Typed MS.—101 pp. 
—maps, statistics. 


North Dakota 


Preliminary Report—April, 1935. North 
Dakota State Planning Board. Typed 
MS.—15 vols.—maps, charts, tables. 

Preliminary Report on Water Resources 
—April 10, 1935. Water Resources 
Committee, North Dakota State Plan- 
ning Board. Typed MS—95 pp.— 
maps, charts, tables. 

Land Utilization of Problem Areas in 
North Dakota—September, 1934. North 
Dakota State Planning Board. Typed 
MS.—11 pp. 
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Ohio 


Report on State Planning during the 
Period of August, 1934, to March, 
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The Problem of Inflexible Prices 


By 


GEORGE SOULE 


7 N hammering out a price 
policy it is essential to 
know what happens to 
: prices without social reg- 
‘ulation. In this connection a val- 
uable study has been made by 
Gardiner C. Means, entitled “In- 
dustrial Prices and their Relative 
Inflexibility”. This study was sub- 
mitted to the Senate as a Letter 
from the Secretary of Agriculture, 
and is published as Senate Docu- 
ment No. 13, 74th Congress, Ist 
‘session. Copies may be obtained 
from the Superintendent of Docu- 
‘ments, U. S. Government Print- 
‘ing Office, at 5 cents. 

_ The facts revealed by this study 
are highly significant. First there 
his an analysis of prices according 
to the frequency of change in the 
period from 1926 to 1933. This 
reveals that inflexible prices com- 
pose an important part of the price 
structure. At one extreme are 95 
inflexible items that changed price 
less than five times during the eight 
years studied. At the other are 125 
items that changed price almost 
every month during the period. 
“The latter are truly flexible prices, 
that behave as prices are supposed 
to do in traditional economic analy- 
sis, being quickly sensitive to alter- 
ations in supply and demand. Be- 


tween the extremely inflexible. 


prices and the genuinely flexible 
ones, there is a range of 527 items. 
More than half the items covered 
changed less than three times a 
year. Ina period of rapid altera- 
tion in the general price average, 
these prices are so relatively inflex- 
ible as, in Mr. Means’ words, “to 
represent a type of price essentially 
different in its effects from the flex- 
ible market price on which the pol- 
icy of laissez-faire has been 
founded.” 

Next it is shown that the prices 
that changed most frequently also 
suffered the largest drop during 
the depression, while the prices 
that changed the least frequently 
suffered little drop. Thus the in- 
frequency of changes was not com- 
pensated by the magnitude of 
change when it arrived. Indeed, 
some of the inflexible items were 
higher in price in 1932 than in 
1929. The dispersion roughly cen- 
ters about two axes: the axis of the 
less flexible prices being, in 1932, 
about 90 per cent of the 1929 level, 
while that of the most flexible is 
about 50 per cent. 

Again, if the 750 price indices 
are grouped in ten divisions ac- 
cording to the frequency of price 
change during the depression, it is 
found that there is a progression 
from group to group in the amount 
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of fall, from the group that did not 
change at all to that which changed 
most frequently and fell most. The 
rank of each group at all times re- 
mains the same, both in frequency 
of change and in amount of drop 
from 1929. 

These figures establish beyond 
question that inflexible and rela- 
tively inflexible prices are an im- 
portant feature of the price struc- 
ture. The practice of averaging all 
prices together and speaking of the 
drop in “the price level” conceals 
under an average this significant 
inter-relationship among different 
prices. 

Next, Mr. Means’ study shows 
the relationship between flexibility 
of price and volume of production. 
The inescapable conclusion from 
the facts here presented is that 
when the price varies readily, pro- 
duction remains fairly steady, 
whereas when the price varies lit- 
tle, production increases or de- 
creases in large volume. A strik- 
ing contrast between the two types 
of behavior is that presented be- 
tween agricultural crops and agri- 
cultural implements. From 1929 
to the spring of 1933, agricultural 
commodities fell 63 per cent in 
price and only 6 per cent in volume 
of output, while agricultural im- 
plements fell 6 per cent in price and 
80 per cent in volume of output. 
Another illustration is the contrast 
between consumers’ perishable or 
semi-perishable goods, which fell 
about 38 per cent in price and 20 
per cent in output, and capital 
goods, which fell about 18 per cent 
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in price and about 42 per cent in 
output. ‘The changes in price and 
output of ten important groups of 
commodities are shown in the fol- 
lowing table: 


Per cent Per cent 
dropin dropin 
prices  produc- 

tion 
Agricultural imple - 

MENES 1S. eae 6 80 
Motor vehicles ...... 16 80 
Cement nsceren wri 0 18 65 
Iron and steel....... 20 83 
Auto; f1feSiee ore oes 33 70 
Textile products .... 45 30 
Food products ...... 49 14 
Leather... .s\ceiseponaietsae 50 20 
Petroleum cscs scr 56 20 
Agricultural commod- 

ities S.eo oe aeran ee 63 6 


“The whole depression’”’, writes 
Mr. Means, “‘might be described as 
a general dropping of prices at the 
flexible end of the price scale and 
a dropping of production at the — 
rigid end, with intermediate effects 
between.” 

Mr. Means calls the more flex- 
ible prices uncontrolled or “market 
prices”, while the less flexible he 
calls “administered prices’. He 
describes these terms as follows: 

“The difference between mar-_ 
ket prices and administered prices — 
is clear. A market price is one_ 
which is made in the market as 
the result of the interaction of buy- 
ers and sellers. The prices of wheat 
and cotton are market prices as 
are many other agricultural prod- 
ucts. This is the type of price 
around which traditional economic 
theory has been built. : 

“An administered price is essen- 
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tially different. It is a price which 
is set by administrative action and 
held constant for a period of time. 
We have an administered price 
when a company maintains a posted 
price at which it will make sales 
‘or simply has its own prices at 
which buyers may purchase or not 
as they wish. Thus, when the 
General Motors management sets 
its wholesale price for a particular 
“model and holds that price for six 
months or a year the price is an 
administered price. Many whole- 
sale and most retail prices are ad- 
ministered rather than market 
prices. For administered prices 
the price is rigid, at least for a 
‘period of time, and sales (and 
usually production) fluctuate with 
the demand at the rigid price. 
“‘Administered prices should not 
be confused with monopoly. The 
presence of administered price does 
| not indicate the presence of monop- 
oly nor do market prices indicate 
»the absence of monopoly. In many 
highly competitive industries, such 
as the automobile industry, prices 
are made administratively and held 
for fairly long periods of time. On 
the other hand, it is conceivable 
that, in a monopolized industry the 
product might be turned out ac- 
‘cording to some fixed production 
‘schedule and sold for what it would 
bring in the market regardless of 
price. Thus, in the first case, we 
would have administered prices in 
a competitive industry and in the 
second market prices in a monop- 
olized industry. In general, monop- 


| olized industries have administered . 


prices, but so also do a great many 
vigorously competitive industries 
in which the number of competitors 
is small. The bulk of the adminis- 
tered prices are in competitive 
industries.” 

The shift from market to admin- 
istered prices, concludes Mr. 
Means, “is the development which 
has destroyed the effective working 
of the American economy and pro- 
duced the pressures which culmi- 
nated in the new economic agencies 
of government.” 

The following extracts from his 
discussion of policy following this 
conclusion are an excellent basis for 
consideration of the problems of 
price and production control : 

“The basic cause for the fail- 
ure of a laissez-faire policy is to be 
found in the very same forces 
which have made possible a high 
standard of living for all, namely, 
the gradual, century-long shift 
from market to administrative co- 
ordination of economic activity 
which has resulted in modern in- 
dustrial organization and modern 
technology. This shift to admin- 
istration has brought a new type 
of competition and inflexible ad- 
ministered prices which disrupt the 
workings of the market.” 

“The shift from market to 
administrative coordination has 
gone so far that a major part of 
American economic activity is now 
carried on by great administrative 
units—our great corporations. 
More than half of all manufac- 
turing activity is carried on by 200 
big corporations while big corpora- 
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tions dominate the railroad and 
public-utility fields and play an im- 
portant role in the fields of con- 
struction and distribution.” 

“But when the business man 
has the power to affect industrial 
policy, he almost_necessarily makes 
wrong industrial decisions. The 
very position, experience and train- 
ing of the business man which lead 
him to make the correct decisions 
on business policy tend to force him 
to make the wrong decisions on in- 
dustrial policy in spite of the ut- 
most public spirit which he, as an 
individual, may seek to exercise. 
The fact that his decisions are 
wrong from the point of view of 
the public interest is no necessary 
reflection on either his character 
or his intelligence, but arises from 
the nature of the situation within 
which he operates and the functions 
which he performs. 

“The business man is expected 
to make business policy in a way to 
maximize the profits of his own en- 
terprise. When he has the power 
to choose between lowering price 
and lowering production, good 
business policy frequently requires 
him in the presence of falling de- 
mand to hold price and curtail his 
production even though this means 
idle men and idle machines. ‘The 
amount by which he can count on 
increasing his sales by lowering 
price is usually so small that the 
whole balance of his interest as a 
business man points toward a re- 
striction of production. The fact 
that he can lay off his workers en- 
ables him to cut production with- 
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out having to carry the burden of 
idle workers as he does that of 
idle machines. His interest dic- 
tates lowering price only when he 
is able to squeeze his costs, par- 
ticularly his labor costs. At best it 
is an even choice whether he will 
choose to maintain profits or mini- 
mize losses by seeking a relatively 
large profit margin on a reduced 
volume or a small margin on a 
maintained volume of sales, and in 
such a situation the easier device, 
and the one involving the lesser 
risk, is the device of holding price 
and accepting curtailed volume. It 
is only because this holding of 
prices has become widespread and 
customary that the term ‘price 
chiseler’ could be a term of oppro- 
brium in an economy supposed to 


be coordinated through flexible. 


prices. 


“The net effect of business | 


control over 


industrial policy 
is, therefore, 


to aggravate any 


fluctuations in economic activity | 
and prevent any necessary read-— 


justments. . . .” 


The Basic Choice in Social Policy 


“Since the administrative co- 


ordination which promises a high | 


| 


standard of living carries with it 


inflexible administered prices which 
destroy the effectiveness of the 
market as an over-all coordinator, 
it is necessary to choose between 
two alternatives if an effectively 
functioning economy is to be estab- 
lished—either (1) atomize the ad- 
ministrative units to the point 
where inflexible administered prices 
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disappear and the free market can 
become an effective coordinator, or 
(2) supplement the market mech- 
‘anism with institutional arrange- 
ments (NRA, AAA, money sys- 
tem, etc.) sufficient to allow the 
economy to function effectively in 
the presence of and in spite of in- 
flexible prices. 
“The first road would re- 
quire the breaking up of large cor- 
“porate units into a very great num- 
ber of separate and wholly inde- 
pendent competing enterprises with 
the loss in efficiency which it would 
entail. Few realize the extent to 
which it would be necessary to pul- 
-verize industry. Each of the big 
automobile companies would prob- 


ably have to be made into a hun- 


dred or more independent con- 
cerns; the big chemical companies 
would have to be broken into very 
much smaller units; and even after 
“the break-up of the unregulated 
part of industry, the inflexible 
, prices in the railroad and utility 
fields would impede economic ad- 
justment, unless they also were 
broken up and made competitive. 
In order to make a laissez faire 
policy truly effective, productive 
efficiency would have to be greatly 
impaired and a lower standard of 
living accepted than is made pos- 
sible by modern industrial organi- 
zation and modern technology. __ 

“The second road, while em- 
-ploying the market as a major in- 
strument, would seek to supple- 


ment the market at the points 
where it tends to fail. Many have 


held that this would require Gov-_ 


ernment ownership or dictatorship 
since they can see no other alterna- 
tive to a laissez faire policy. 

“Actually, the choice does not 
lie between private ownership 
and Government ownership _be- 
cause the problem is primarily the 
distribution of controls, not the 
locus of ownership. 

“Nor does the choice lie be- 
tween the atomization of industry 
and an economic dictatorship, since 
it is only necessary to set up an in- 
stitutional framework through 
which certain key industrial decis- 
ions are made and within which 
private or corporate enterprise and 
initiative can function effectively. 

“Tf inflexible administered prices 
sare to be accepted as an inevitable 
product of modern technology and 
modern industrial organization, 
the following lines of action would 
be called for to prevent them from 
being a disrupting influence and to 
allow the optimum use of human 
and material resources. 

“(a) First, all pressure making 
for a general revision of prices 
either upward or downward would 
have to be eliminated from the 
economy, since any development 
requiring a general change in the 
inflexible prices would result in a 
change in production and economic 
unbalance. This would mean that 
a monetary policy would have to be 
adopted which aimed to keep the 
flexible prices as a group approxi- . 
mately in line with inflexible prices 
as a group and that a mechanism 
for the adjustment of international 
trade balances through general 
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changes in prices would have to be 
replaced. 

“(b) Second, new techniques of 
control would have to be worked 
out for establishing the necessary 
elements of industrial policy so that 
the self-interest. of individuals 
working through the market but 
limited by the framework of policy 
established would tend to produce 
the optimum use of human and ma- 
terial resources. 

“(c) Finally, violent disloca- 
tions in the flow of savings into 
capital goods would have to be 
minimized.” 

“A body of business men con- 
stituting a code authority will al- 
most necessarily make the wrong 
decisions on industrial policy for - 
their industry for the same reasons 
that in an individual enterprise 
power over industrial policy leads 
to harmful industrial decisions. As 
has been indicated, this is due not 
primarily to lack of business fore- 
sight and intelligence but to the fact 
situation with which each indus- 
trial authority has to deal. Partly 
because of the particular interest 
which the business men have in the 
industrial policy established, and 
partly because the experience and 
training of business men have been 
primarily in the exercise of business 
judgment, the decisions on indus- 
trial policy inevitably tend to be 
made in terms of business policy. 
The result for each industry is 
comparable to the result when in- 
dividual business men make ele- 
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prises. The pressure to create val- 
ues by establishing higher prices 
and lower production will persist. 
In each industry, the only sound 
business answer to falling demand 
is to restrict production so as to 
hold prices. The fact situation does 
not allow of any other business de- 
cision, even though the business in- 
terests of each industry would ulti- 
mately be better served if all in- - 
dustries lowered prices in the pres- 
ence of falling demand. 

“Tf the Government took on the 
whole job of making industrial de- 
cisions, it would be better equipped 
with the information necessary to 
the making of sound decisions than 
would anyone else; it is committed 
to the public interest as the basis 
for those decisions; and it com- 
mands the powers of enforcement. 

“On the other hand, it is doubt- 
ful whether the Government could 
effectively exercise the whole func- 
tion of making industrial policy 
without using almost dictatorial 
methods. It would inevitably be- 
come the focus of group pressures 
vastly more vigorous and disrup- 
tive than those now existing; it 
would expose itself to political at- 
tack as dictatorial, and errors in — 
detail would be used against it as 
political ammunition; industrial 
policy making by the Government 
itself would call for a very high 
degree of centralization. 

“The third possibility—joint ac-_ 
tion of Government and business, 


with the Government representing - 
not only the public interest, but 
also the specific interests of labor 


ments of industrial policy through 
their own, strongly situated enter- 
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and consumer groups — would 
probably provide the most effective 
available method for getting the in- 
terests of the nondominant eco- 
“nomic groups represented in the 
immediate future. 

“On the other hand, the Gov- 
ernment would thereby be placed 
in the position of playing a dual 
role. In behalf of the public in- 
terest it should act as arbiter be- 
tween conflicting interests; as rep- 
resentative of labor and consumer 
interests it should play a partisan 
role. It would be most difficult for 
the Government to perform this 
partisan role, for it would be con- 
stantly under pressure from busi- 
ness, the strongest of the economic 
interest groups. 

“Tn the fourth possibility, that 
of having the several interests 
impinge upon each other under 
Government supervision, the Goy- 
ernment would be placed in a fav- 
corable position to influence the 
” decisions in the direction of the pub- 
- lic interest as it would not have to 
play a partisan role and it would 
not have to thrust industrial policy 
upon those who had not shared di- 
rectly in the making of that policy. 
Most of the conflict between eco- 
nomic interests would take place 
between representatives of these 
interests rather than focusing upon 
a representative of Government. 

“The introduction of the other 
interests besides those of business 
~ would tend to push the decisions in 
‘the direction of the balance of in- 
terests which the market is sup- 


posed to achieve and whereby it is 
supposed to produce the optimum 
functioning of the economy. The 
pressure from labor representatives 
to maintain or increase employ- 
ment and from consumer repre- 
sentatives to lower price and main- 
tain the fullest use of labor and ma- 
chines would be set against the 
business man’s normal tendency to 
establish higher prices and lower 
production than the public inter- 
est demands. 

“Thus, in the case of canned 
peaches, the size of the peach pack 
was actually decided by a control 
committee composed of growers 
and canners, with the Secretary of 
Agriculture exercising a veto power 
over the decision. The figure fin- 
ally fixed was probably not as large 
as the public interest demanded. 
The growers wanted a somewhat 
larger pack, the canners a smaller 
pack. Both consumers and picking 
and canning labor would have been 
better served by a larger pack. If 
consumer and labor representatives 
had also participated in making the 
decision, it is probable that the size 
finally set would have been some- 
what larger. At the same time, if 
the consumers and workers had at- 
tempted to increase the size of pack 
too far, the growers would have 
shifted sides and joined the canners 
in resisting further increase since 
too large a pack would have been 
just as much against their interests 
as too small a pack. 

‘Whichever method of deter- 
mining the key elements of indus- 
trial policy is adopted, problems 
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distinctive to each solution must be 
met. 

“The danger of stalemate is in- 
herent in any solution which con- 
tains the element of democracy and 
which avoids both a positive dic- 
tatorship and the complete atom- 
ization of industry necessary to 
make laissez faire operate effec- 


tively. By shifting the major em- 
phasis in industrial relations from 
the division of the spoils to making 
the economic machine work—a 
shift which is basic to the whole 
technique here described—a chief 
reason for stalemate would auto- 
matically be removed.” 
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Genesis of NRA Price Policy and Practice 


By 


GEORGE B. GALLOWAY 


WAGSAITHIN the limited space 

available here, the full 
story of the evolution of 
= NRA price policy and 
- practice cannot be told. Only the 
main features can be sketched in 
outline.? 

Prior to NIRA, as is well 
known, control of prices through 
the concerted action of competitors 
was illegal under the antitrust 
laws. Long agitation to liberalize 
these laws bore fruit in Section 5 
of the Recovery Act. This section 
_ expressly exempted from their pro- 
visions any code or agreement ap- 
proved under the act, and any 
action taken in compliance there- 
with; provided (1) that the codes 
were not to permit monopolies or 
‘monopolistic practices, and (2) 
that the powers of the Federal 
Trade Commission should not be 
impaired. 


LA 


ig 


The declared objectives of the 
NIRA pertinent to this discussion 


-1¥for analyses of economic effects of 
price control provisions, see The Na- 
tional Recovery Administration 
(1935), Brookings, Part VI; National 
Bureau of Economic Research, Bulle- 
tins 53 (Dec. 22, 19384) and 56 (May 
10, 1935), by F. C. Mills ; Prices and 
Price Provisions in Codes, Research 
and Planning Division, NRA_(Janu- 


Re SESS te 


ary 9, 1935), Parts VI, VII, VIII. ~ 


were (1) to eliminate unfair com- 
petitive practices and (2) to ex- 
pand mass purchasing power. On 
signing the act President Roosevelt 
said, in part, that “the antitrust 
laws still stand firmly against mo- 
nopolies that restrain trade and 
price fixing which allows inordi- 
nate profits or unfairly high 
prices.” ‘The aim of this whole 
effort,” he added, “is to restore our 
rich domestic market by raising its 
vast consuming capacity. If we 
now inflate prices as fast and as far 
as we increase wages, the whole 
project will be set at naught. We 
cannot hope for the full effect of 
this plan unless, in these first crit- 
ical months, and, even at the ex- 
pense of full initial profits, we 
defer price increases as long as 
possible.” 

NRA price policies break down 
into two categories: Legislative 
and administrative. In addition 
to the declaration of policy quoted 
above, Section 4(b) of the act au- 
thorizes the President to license 
business enterprises whenever he 
found that “destructive price cut- 
ting” was being practiced. These 
were the only guides to administra- 
tive action on the subject of prices. 
“Unfair competition” and “de- 
structive price cutting” were no- 
where defined in the law. 
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A bulletin issued on June 19, 
1933, by General Hugh Johnson, 
Industrial Recovery Administra- 
tor, made it plain that it was the 
administration’s intention to con- 
sider at that time only limited codes 
of fair competition.2 In order to 
effect ‘an immediate reduction of 
unemployment and _ increase of 
mass purchasing power,” General 
Johnson invited trade associations 
or groups to submit basic codes cov- 
ering only maximum hours, mini- 
mum wages and “such means as 
each industry may find necessary to 
protect its constructive and co- 
operating majority from the waste- 
ful and unfair competition of mi- 
norities or recalcitrants.”. Addi- 
tions, modifications, and refine- 
ments of the basic codes, he said, 
would be considered later. Gen- 
eral Johnson added that there 
would be full protection to the con- 
sumer and that the codes should 
recognize the interest of the public 
in prices. In a newspaper inter- 
view he said that “‘we are going to 
ask something in the nature of an 
armistice on increased capacity and 
prices until we get this thing 
started.” 

Announcement of this policy 
caused dissatisfaction among those 
industrial representatives who had 
included provisions for minimum 
prices or a specified percentage of 
profit in their tentative codes on 
the theory that increased prices 
would be necessary to maintain the 
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new hour and pay schedules. The 
protest was so strong that General 
Johnson on June 23 announced 
that basic codes might contain 
agreements not to sell for less than 
cost of production. “In these 
codes,” he said, “it will be proper 
for industry to say that it will not 
sell below cost of production, but 
if they use the code to fix extortion- 
ate prices, I should have to step in | 
immediately in conformance with 
the law.” Ina radio speech to the 
nation on June 25, he added: 
“This is a deadly serious matter 
—this danger of runaway prices. 
There are still about 12,000,000 
unemployed in this country, and 
even those who still have jobs are 
largely on much reduced incomes. 
Any wildcat price lifting will have 
its bearing directly on the very 
creature necessities of these unfor- _ 
tunates—their means to keep out | 
hunger, thirst, and cold. “This ad- 
ministration simply will not stand 
for that, and we do not expect to © 
have any trouble about it.” | 
Administrative policy may be 
viewed either in terms of what was 
approved policy, or in terms of 
policy as it should be. NRA price 
policy as it was is reflected in the 
price provisions of approved codes; 
in the “confidential policy memo- 
randum” of October 25, 1933; in 
the suggested outline for use in 
code drafting issued by General 
Johnson on November 6, 1933, and 
subsequently revised; in a large 
number of executive, administra-_ 
tive, and office orders and memo-_ 
randa issued from time to time; in 
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the NRA Office Manual issued 
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seriatim after August 29, 1934; 
and in the statements of the NIRB 
as to its current position on price 
provisions made on December 17, 
1934, April 23 and May 2 and 21, 
1935. 

NRA price policy as it “should 
be” is set forth in the policy recom- 
mendations of the deputy assistant 
administrator for trade practice 
policy during the middle of 1934; 
in the recommendations of the Ad- 
visory Council and boards to the 
NIRB; and in the proposals of 
code authorities and _ pressure 
groups for code amendments or 
changes in the law. 

Formulation of genuine codes 
of fair competition was handi- 
capped during the early months by: 
(1) the absence of facts concern- 
ing the character and effects of 
price provisions essential to wise 
decisions in the public interest ; (2) 
the high speed of the code-making 


‘process; (3) lack of balance be- 


tween interested pressure groups; 


and (4) the conception of the 


codes as a bargain in which higher 
wages for workers should be ac- 
companied by a quid pro quo for 
employers in the form of price 


control clauses. 


Under these circumstances it Is 
not surprising that many of the 
first submitted codes contained a 
variety of ingenious schemes for 
regulating prices and production. 
Not all these devices were sanc- 


tioned nor in all applicant indus- 


tries. Nevertheless, the following 


methods of price control were ap-_ 


proved during the early months of 
code-making: (1) minimum price 
determination; (2) cost protec- 
tion; (3) loss leaders; (4) emer- 
gency price fixing; (5) open-price 
systems with waiting periods; and 
(6) limitation of production or 
productive capacity. 

Provisions of these types were 
approved in a considerable number 
of codes before March, 1934. Few 
of the more restrictive devices ap- 
proved, however, remotely ap- 
proached the stringency of pro- 
posals offered, demanded, and 
fought for by many industrial 
groups. Some types of provisions, 
whose wisdom was doubted from 
the first, were written into a few 
codes experimentally and upon the 
insistent request of industries faced 
by chaotic conditions, since they 
appeared to be the only way to ob- 
tain the benefits of the act for labor 
in these industries. Such regula- 
tions were denied, however, more 
often than they were approved. 
Many were later eliminated or be- 
came inoperative. Moreover, provis- 
ions were approved during the early 
months which later, in the light of 
operating experience, were barred by 
establishment of policy definitions. 

Meanwhile, the development of 
NRA policy on prices was slow and 
hesitant. During the first four 
months no official guide to policy 
existed in this field beyond the gen- 
eral declaration of purpose in the 
preamble of the law. In the fall 
of 1933 a policy board was created 
in the NRA which issued on Octo- 
ber 25 a “confidential policy mem- 
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orandum” for the guidance of the 
administrative staff in passing upon 
submitted codes. “This memoran- 
dum rejected direct or indirect fix- 
ing of sales prices and resale price 
maintenance; it sanctioned cost pro- 
tection, including depreciation but 
not return on capital; permitted 
sales below cost to meet competi- 
tion; and approved open-price sys- 
tems with waiting periods under 
specified conditions. On Novem- 
ber 6, 1933, a “suggested outline 
for codes” was issued which in- 
cluded a selling-below-cost rule, 
based upon principles of costing 
formulated by the code authorities 
and approved by the Administra- 
tor, and a warning that price in- 
creases should be delayed or limited 
to actual additional increases in the 
seller’s costs. These two docu- 
ments were for several months al- 
most the sole guides to administra- 
tive price policy. To many officials 
their existence was unknown and 
they were more honored in the 
breach than the observance. 


Il. 


March, 1934, marked the turn- 
ing point of NRA policy in respect 
of price controls. Prior to March 
6, a total of 331 codes and supple- 
ments had been approved, of which 
204 prohibited selling below indi- 
vidual cost; 22 forbade selling be- 
low a cost specified for the entire 
industry; 7 permitted the code au- 
thority to set minimum prices; 182 
provided for open-price filing, of 
which 128 included a requirement 
for “waiting periods” before new 
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filings could become effective; and 
109 granted limits on production 
and/or capacity. Thus far busi- 
ness ‘“‘solutions” of the price prob- 
lem largely prevailed. 

Meanwhile, voices of criticism 
began to be heard. Inaudible dur- 
ing the Blue Eagle ballyhoo cam- 
paign, repeated protests against 
code provisions tending to curtail 


the freedom of the market were ~ 


at first futile. 
Consumers’ Advisory Board and 
supported by the Research and 
Planning Division and Senators 
Borah, Nye, and Glass, the market 
restorers finally gained an audi- 
ence in January, 1934, when Con- 
gress convened and NRA price 
hearings were held. Complaints 
voiced at these hearings against uni- 
form prices, price increases, limits 
on discounts and “seconds,” and 
cost protection marked the begin- 
ning of a change in NRA attitude 
on price policy. One immediate re- 
sult was the launching of a study 


Ably led by the — 


of the operation and effects of open- _ 


price systems. Another was the 
indefinite suspension of the “wait- 


ing period” in codes not yet ap-— 


proved.? 


ed After January 25, no | 
provision for open-price reporting — 


with a waiting period was approved | 


without a stay of the waiting period. 

From the beginning the Consum- 
ers’ Advisory Board was the 
spokesman for the back-to-the- 
market movement. In the state- 
ment on October 5, 1933, and in 
its “Suggestions for Code Revi- 


* NRA Office Orders 63, 63-A, 63-B, Jan- 
uary 25, 27, 1934. 
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sion,” on February 19, 1934, this 
board sought to protect consumers 
against unreasonable prices and 
lowered quality of goods and to 
preserve a flexible price system. 
Implicit in its program was the 
recognition that some approxima- 
tion to free market conditions is 
essential to the survival of capital- 
ism. In opposing business solutions 
for price warfare, it was fighting 
to save competitive capitalism from 
the capitalists. Its efforts were 
abetted by attacks in the Senate; 


by protests at the public “field 


day,” February 27-March 3, and 
at the code authority conference, 
March 5-8; by the three reports of 
the Darrow Board in May and 


- June; and by intragovernmental 


criticism. "The AAA feared the 
effects of rising industrial prices on 
“parity” prices for farmers. The 


_PWA was concerned as to the ef- 


ia 


bs 
a 
Ve 


~ crease of purchasing power.” 


gence) 


fects on building construction costs. 


And the Federal Trade Commis- 
sion openly criticised the basing- 
point and price provisions of the 


steel, lumber, and petroleum codes. 
The rising clamor of criticism 
had three immediate results: (1) 


On March 5, 1934, General John- 


_ son suggested to the conference of 
code authorities the need of “a 


more uniform and equitable rule of 


- national price stabilization in those 
- cases where it is necessary to main- 


tain wages at a decent standard 


_ against the certain results of preda- 


tory and cut-throat competition, and 
further insurance against increase 
of price faster and further than i in- 


(2) 


On March 28, President Roosevelt 
appointed a Cabinet committee to 
study price policies. And (3) on 
March 26 the Administrator estab- 
lished three policy boards, includ- 
ing a trade practice policy board to 
recommend policies and advise on 
price and related problems. Two 
weeks later these boards were abol- 
ished and their functions assigned 
to a new policy group, includ- 
ing a deputy for policy on trade 
practices with almost identical 
responsibilities. 

Under this new arrangement, 
after nine months of vacillation 
and indecision, problems of price 
policy began to receive systematic, 
expert, and continuous attention. 
Dr. Leverett S. Lyon, deputy 
administrator for policy in this 
field, assumed that NRA price 
policies were to be designed in 
terms of a continuation of com- 
petitive capitalism. During April- 
August, 1934, with the aid of 
an advisory committee, he sub- 
mitted 15 policy recommendations 
on trade practices, of which 6 were 
adopted without change and pro- 
mulgated as office memoranda 
(Nos. 228, 267, 326); 4 were 
approved with modification (Nos. 
232, 316, 228—Exhibit B); no 
official action was subsequently 
taken on 4 (concerning exemption 
of government buyers from effects 
of price filing, resale price main- 
tenance, informative labeling, pro- 
duction and capacity control) ; and 
in one case, loss leaders, a contrary 
policy was announced by the 
NIRB on May 2, 1935. 
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Adopted policies growing out of 
the Lyon recommendations were 
announced in five memoranda is- 
sued between June 7, 1934, and 
January 5, 1935. On June 7, the 
NRA formally announced that in 
the future its policy on price regu- 
lation would be: (1) to ban the 
fixing of minimum prices, except in 
emergencies which made such ac- 
tion necessary to halt destructive 
price cutting, protect small enter- 
prises, curb monopolistic tenden- 
cies, or maintain code wages and 
working conditions; (2) to permit 
open-price provisions but without 
waiting periods; and (3) to en- 
courage model cost accounting pro- 
visions of a non-obligatory nature.* 
As interpreted by General John- 
son, this policy did not apply to 
codes approved before June 7, 
1934, of which there were 459, 
covering 90 per cent of the indus- 
tries subject to NRA. 

On June 12 a policy governing 
premiums was announced. It de- 
clared (1) that there should be no 
general provisions prohibiting the 
use of premiums; (2) that all 
premiums should be included in 
computing cost in provisions pro- 
hibiting selling below cost and be 
filed in open-price provisions; and 
(3) that the use of premiums in 
certain ways might be prohibited.® 
On December 6 this policy was 
modified to include free deals.® 

On July 20 a model code pro- 
vision concerning the classification 
of customers was announced. It au- 


4 Office Memorandum No. 228. 
5 Office Memorandum No. 2382. 
®§ Office Memorandum No. 316. 
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thorized code authorities to formu- 
late classifications and definitions 
of customers. It recognized the 
rights of any member to classify his 
customers as he chose, and pro- 
vided that no classification should 
fix uniform prices, discounts or dif- 
ferentials, or establish resale price 
maintenance, or eliminate, suppress 
or discriminate against amy cus- 
tomer or class.” 

On January 5, 1935, it was de- 
clared contrary to NRA policy to 
offer or give advertising allowances 
except for specific advertising or 
promotion services pursuant to 
written contract.® 

As the creation of the Policy 
Board market the beginning of 
policy, so the adoption of some of 
its recommendations began the 
“painful shift to integrated policy.” 
New codes were made to conform 
before approval. Wholesale reno- 
vation of written codes proved im- 
possible, but many of the most un- 
acceptable provisions were stayed, 
amended, or otherwise rendered in- 
operative. Some codes were re- 
drafted to conform with policy 
through negotiation or upon de- 
velopment of defects in operation. 
A gradual retreat from price fixing 
set in, signalized by the promulga- 
tion of a series of executive and 
administrative orders. Space per- 
mits only a summary chronology of 
these events: 


7 Office Memorandum No. 267. 

§ Office Memorandum No. 326. 

°¥For list of trade practice provisions in 
codes which were stayed, deleted, or 
substantially restricted, see Hearings 
before the Senate Committee on Fi- © 
nance, Investigation of the NRA, 
Part 4, pp. 946-638. April 1-4, 1934. | 
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Date 
1-23-34 
2-17-34 
3-3-34 


3-14-34 


5-15-34 


5-26-34 


5-28-34 


6-12-34 


6-13-34 
6-28-34 
6-28-34 


6-29-34 


7-6-34 


10-12-34 


Admin- 
istrative 
Order 


X-4 


X-37 


X-48 


X-50 


X-54 


X-72 


X-98 


Execu- 
tive 


Order 


6606-A 


6646 
6710 


6723 


6756-A 


6767 


IV 


Subject 
Limited exemption granted from code pro- 
vision in connection with sales to hospitals. 


Permitted sales to or through, and payment 
of dividends to members of, cooperative 
organizations. 


Granting permanent stay of Administra- 
tive Order X-4 in so far as it affected certain 
industries. 


Required code compliance by bidders and 
contractors on government contracts in- 
volving use of government funds. 


Exempted 17 local retail and service trades 
in towns below 2,500 from minimum price 
provisions of codes, etc. 


Suspended trade practice provisions in serv- 
ice trade codes. 


Designated 7 service trades affected by 
Executive Order 6723. 


Granted limited exemption from code pro- 
visions in connection with quotations made 
to governmental agencies. 


Designated laundry trade as one affected 
by Executive Order 6723. 


Designated hotel industry as one affected 
by Executive Order 6723. 


Provided for local trade practice codes for 
uncodified service. 


Permitted tolerance of 15 per cent below 
filed prices in bidding on government 
contracts. 

Prescribed rules and regulations supple- 
menting Executive Order 6710. 
Interpreted Executive Order 6606-A in re 
allowance of brokerage commissions to co- 
operative organizations. 
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V 
Further steps taken by the NRA 


in the deliberate development, re- 
finement, and application of a ra- 
tional price policy included: (1) 
Creation of May.21, 1934, of an 
Advisory Council, representative 
of the three advisory boards, to ad- 
judicate controversies and recom- 
mend general policies to the NIRB. 
By the end of 1934, 177 cases had 
been referred to and disposed of by 
the council, of which 64 related 
to trade practices. (2) Establish- 
ment on December 1, 1934, of a 
formal course of instruction for 
new officials and administration 
members in policy and procedure. 
(3) Statements by the NIRB on 
December 17, April 23, May 5 and 
21, 1935, of its position on general 
price policy, open price filing, loss 
leaders, and the relation of cost to 
price. Space limits preclude a sum- 
mary of these statements. Briefly, 
the board postulated fairness to all 
parties, better living standards, 
and an economy of plenty as the 
objectives of price policy, to be 
achieved by means of free and open 
market competition and the use of 
a miscellany of flexible devices. 
(4) Holding of an open hearing 
on price provisions in codes on Jan- 
uary 9-12, 1935, to aid the board 
in determining price policies. And 
(5) cooperation between the policy- 
making and_ policy-administering 
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of earlier stages into mature and 
adaptable _ principles compatible 
with the public interest when the 
Supreme Court on May 27 struck 
down the whole code structure in 
one fell blow. 


VI 


The trend away from rigid price 
controls occurred in practice as 
well as in policy. March, 1934, 
was the turning point. From 
March 6, 1934, to March 6, 1935, 
433 codes and supplements were 
approved. Of these, only 152 pro- 
hibited selling below individual 
cost; 3 prohibited sales below a 
specified cost; none permitted the 
code authority to establish mini- 
mum prices; 253 provided for 
open-price filing including 140 
waiting-period clauses of which 
only 4 were allowed to remain in 
force; and only 27 granted limits 
on production or capacity. 

As a result of this trend only 39 
cost accounting systems received 
NRA approval out of 466 provided © 
for in codes, of which only 29 were 
still in effect on May 1, 1935; in 
addition, 27 codes authorized sys- — 
tems not requiring specific NRA | 
approval. Of 422 codes with open- 
price provisions, 148 required no 
waiting period and the waiting 
period had been stayed in 182 
codes. Thirty-eight out of 75 dis- 
tribution codes prohibited sales be- — 


low some specified minimum. And — 
only 10 out of 677 codes provided — 
for minimum prices, other than — 
those forbidding sales below cost or — 
providing for minimum price in an — 


agencies within the NRA in the 
creation and application of policy. 
This refining process was gradually 
transforming the crude standards 
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emergency, in 4 of which prices 
were not in effect. One hundred 
and sixty price emergencies had 
been granted in 9 industries (150 
in retail solid fuel), of which only 
5 were still in effect on May 1, 
1935. On the other hand, Execu- 
tive Order 6767 had but slight ef- 
fect in reducing prices to public 
purchasers. 


; VII 


In conclusion, it seems clear that 
the early codes were tending by 
various devices to effect an exten- 
sive redistribution of power over 
prices between individual and group 
enterprise, thus accelerating cen- 
tripetal forces long at work in our 


economy. Codes of fair competi- 


tion sometimes were proving to be 
codes of imperfect competition. 
But for more than a year the 
_NRA had been retracing its steps 
after initial mistakes and compro- 
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mises—a slow and arduous process. 
There had in fact been much less 
price fixing than a reading of the 
codes appeared to indicate. For 
the effectiveness of the price-con- 
trol provisions had been mitigated 
by (1) the development of NRA 
policy against them; (2) adminis- 
trative difficulties encountered in 
attempting to enforce them; (3) a 
change of heart on the part of 
many business men who had learned 
from experience the difficulty of 
too rigid controls; and (4) the 
stay, deletion, or restriction of more 
than 300 such provisions in indi- 
vidual codes. 

On the basis of two years’ ex- 
perience and knowledge, the codes 
were being transformed into more 
satisfactory instruments of eco- 
nomic and social policy when the 
Supreme Court administered its 
fatal coup de grace and the code 
scheme suddenly collapsed. 


Need for Industrial Production Program as a Basis 
for Sound Price Policies 


By 
LOUIS H. BEAN 


through many codes. 


Cat eme HE past two years of ex- The prac- 


Mi perience with the NRA 
PE4 and AAA have promoted 
a wider understanding of 
the real ABC’s of industrial recov- 
ery, of the basic interrelationships 
between an agricultural and an 
industrial program that would 
make for higher standards of liv- 
ing of wage earners, farmers and 
other economic groups. More of 
us now realize that if the various 
economic groups of the country are 
to regain and exceed their pre-de- 
pression standards of living, the 
country as a whole would have to 
produce much more than it is now 
producing, and in that way wipe 
out unemployment and increase the 
exchange of goods and services be- 
tween the farm and city popula- 
tions and between the various 
groups of the urban population. 
Only as we develop a clear cut 
direct production program can we 
see in proper perspective the major 
policies that should govern the 
prices of raw materials, the wages 
and earnings of labor and the costs 
of other services in production and 
distribution. Under the NRA, 
policies that should be developed 
from the point of view of the com- 
munity as a whole, were scattered 


tical difficulties of any one manu- ~ 


facturer or any one_ industry 
undertaking single-handed the ob- 
viously desirable program of pro- 
ducing more, or employing more, 
of adding more to the standards of 
living of the wage earner and the 
farmer, clearly calls for coordi- 
nating the policies of the various 
industries and agencies in making 
decisions with respect to volume, 
hours of employment, wages and 
prices. 

Viewing the broad aspects of the 
agricultural and industrial recov- 
ery: program and their interde- 
pendence, it is obvious that the 


welfare of all concerned arises — 


from producing the things we need 
and from the ability to get that 
production equitably distributed. 
The laborer wants a full week’s 
work for most of the year, the 
farmer wants to plant his acres to 
supply the city population with 
adequate supplies of food and 
clothing materials. Both need 
such yearly earnings as will per- 
mit a full exchange of products 
between them. ‘That ample ex- 
change of products and services — 
would not be promoted by inordi-— 


nately high agricultural prices 


me 


PRODUCTION PROGRAM 


with production cut way below 
normal. It is not promoted by 
holding on to relatively high indus- 
trial prices and letting employment 
and production go to bottom levels. 
It is not promoted by relatively 
high transportation charges with 
freight cars moving back and forth 
half empty. It is not promoted 
by relatively high rents or higher 
building costs with only one 
building going up where five are 
needed. It is not promoted by 
time cards punched five days a 
week with only a half day’s work 
to do and only a half of a pay en- 
velope to show for it at the end of 
the week. In each of these con- 


_trasts, substance is missing; that 


substance is an industrial program 
of production around which the 
problems of prices, wage rates, 
hours of employment, and profit 


_ margins can be balanced in the in- 


- 
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L 
ut 
‘ 


terest of speedy recovery, the 
course of which for the present 


‘must continue to be measured in 
output, employment and balanced 


distribution. 

The kind of balance between ag- 
riculture and industry that we need 
to be aiming at, calls (a) for farm- 


ers not only supplying the normal 
requirements for those who have 
been able to afford an adequate 
food budget but also a more ade- 
- quate food consumption for those 


who have even in prosperity lived 
on food budgets below adequate 


health standards; and (b) for in- 
dustry producing in abundance the 
things which make for a higher 
standard of living of both wage_ 
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earners and farmers. ‘The contri- 
bution of an agricultural program 
toward general recovery and sta- 
bility is production for adequate 
consumption and such export de- 
mand as can be secured without 
jeopardizing the longtime stand- 
ards of farm life. Inasmuch as the 
basic and controlling factor is the 
limited demand for food and cloth- 
ing closely approximating — the 
growth of our population, the agri- 
cultural program should not aim 
at sharply increased output except 
as opportunities are created for 
filling the void in areas of sub- 
standard consumption (or as ex- 
port outlets are developed). ‘The 
chief effort over the next year or 
two will be to restore the balance 
between feed crops and livestock 
production where the drought has 
created unusual shortages. The 
industrial program must, however, 
center around a sharp increase in 
production, first to regain the phy- 
sical standards of 1923-1929 and 
then to surpass them in line with 
the possibilities of technological 
progress. 

Neither the standard of living 
of farmers nor the standard of liv- 
ing of the large body of wage and 
salary employees can be restored 
to their pre-depression levels if 
codes were again to be written and 
code and labor authorities again 
administered them largely without 
much regard to the effects of poli- | 
cies under one code on the welfare 
of related industries. Individual 
manufacturers cannot by them- 
selves make the necessary reduc- 


20 PLAN 


tions in costs and prices; but all 
manufacturers involved in supply- 
ing the several basic products for 
a given finished article, and all 
sales and distribution agencies in- 
volved in the handling of that ar- 
ticle, would have lower overhead 
costs from the resulting increased 
volume and could afford to engage 
in programs of increased output. 
Concerted joint action of all 
agencies directly or indirectly in- 
volved in the manufacture and sale 
of our basic industrial commodi- 
ties would promote greater efh- 
ciency of output in terms of costs, 
sales would increase, and thus also 
employment and increased indus- 
trial profits at the same time. The 
building industry, for example, of- 
fers opportunities for much needed 
concerted action, for lower prices, 
selling costs and larger output 
taken by all the agencies and labor 
groups contributing to any stage to 
the production of a finished house. 
These steps would make possible 
exceedingly important increases in 
volume of activity and employment. 

There are several ways in which 
this needed coordination of funda- 
mental key policies could be ob- 
tained. The one suggested here is 
in line with the organizational 
trends in American industry and 
the experiences of the recent past. 
We may assume that a new indus- 
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yond the range of their own spheres 
of activity. This suggests the set- 
ting up of (a) inter-code authori- 
ties, bringing together the key in- 
dustrial administrators and code 
authorities and labor representa- 
tives for each group of codes re- 
lated to a particular final product 
or products (such as houses or au- 
tomobiles) ; and (b) two planning 
agencies, one industrial, represent- — 
ing the code authorities and labor 
representatives and one govern- 
mental, cooperating with the code 
authorities and labor; both of 
these charged with the primary ob- 
jective of mapping out the physical 
aspects of an industrial program, 
and of coordinating them with such 
provisions as to prices, wages and 
other costs as will permit the total 
volume to move into consumption. 
This is, of course, easier said 
than done; but a start in this direc- 
tion has to be made sooner or later 
if we are in an age of planning. 
‘The sooner we start with central 
problems emanating from definite 
programs and avoid playing with 
peripheral questions as we did dur- 
ing the past two years, the sooner 
we will learn the necessary tech- 
nique. We should now be much > 
farther along toward recovery if — 
some time during the past two 
years there had been called into 
session a representative technical 


trial program, after the outlawed 
NRA, will capitalize on those ex- 
periences of the past two years 
which gave code authorities and 
trade associations a fuller compre- 
hension of economic problems be- 


group of industrialists temporarily 
divorced from the atmosphere of 
their daily jobs and local preju-— 
dices; if they had been given the 
task of determining as best they 
could certain of the country’s basic 
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requirements of goods and services ; 
if they had separately set up pro- 
_ duction, price and wage schedules 
with a view toward abundance in- 
stead of scarcity and then reor- 
iented them in the light of the 
production, price and wage sched- 
ules of the other industries. “This 
sort of matching of schedules for 
national requirements would in the 
end have given some much needed 


~ information as to the relations of 


volume to price, of price to wages, 
of prices and wages to national 
income and purchasing power, also 
as to the amounts of net profits 
from sales required to keep an in- 
dustry continuously supplying its 
proper share of the national out- 
put and employment opportunities. 

Given a program of increased 
volume and greater employment 
_ with price and total wage earnings 
and schedules properly coordinated, 
it would then be necessary to de- 
vise certain realistic inducements 
for putting these programs into 
action. One suggestion is that the 
government might well underwrite 
effective plans for increasing indus- 
trial production. 

Once these industrial groups had 
been brought face-to-face with the 
problem of a coordinated increase 
in production, definite encourage- 
_ ment to put those plans into effect 
might be provided through some 
form of governmental guarantee, 
such as a guarantee against loss, 
the removal of undistributed prod- 
ucts for relief purposes, or loans 
perhaps without recourse on re- 
serves produced under arrange- 
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ments for planned production and 
prices. The nature of the guar- 
antee might vary with the nature 
and needs of the industry. Ob- 
viously, the guarantee would not 
be given unless the governmental 
authorities were satisfied that the 
program promised a real increase 
in employment; that the reductions 
in prices were consistent with the 
increased volume of business; and 
that a good part of the product 
would be sold at the new lower 
prices. 

To a considerable extent, the 
purchasing power released by these 
industries would help provide a 
larger market for their products. 
The more industries that the plan 
could be applied to, the more this 
would be the case. But in any 
event, the increased activity would 
reduce unemployment and reduce 
the need for direct relief; so the 
government would be substituting 
a contingent liability for relief. In 
addition, its expenditures for re- 
lief produce nothing in return; 
while here the government would 
receive either the unsold commodi- 
ties or a lien upon them. In the 
end, all that it would cost would 
be the loss incurred (if any) in 
finally disposing of the products; 
and there would be an excellent 
chance that this would be much 
less than the costs for direct relief 
which would be saved. 

‘There are two existing mechan- 
isms which might be used (prob- 
ably without any new legislation) 
to underwrite such a program of 
increased production: 
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a. Since relief funds would be 
economized, FERA might contract 
to take off the hands of the pro- 
ducers any surplus unsold at the 
end of a specified period at a price 
below that arranged for in the pro- 
eram for direct sale. FERA might 
then hold the products for later 
use, or turn them over to persons 
on relief to be used in work-relief 
projects, in providing for persons 
on relief in rural rehabilitation 
projects, etc. 

b. A second possibility would 
be for the Commodity Credit Cor- 
poration to make loans on surplus 
products, much as loans on sur- 
plus cotton, corn and other farm 
products have been arranged. This 
would be particularly desirable for 
basic storable products, where style 
is not an item, where we are pro- 
ducing far less than our normal 
needs, and where much larger sup- 
plies will certainly be needed over 
the next three to five years. The 
idea would be (1) to produce more 
abundantly now with more men 
employed and (2) if production 
exceeded the resulting stimulated 
consumption to dispose of accumu- 
lated reserves gradually over a 
period of three to five years of re- 
covery. This would tend to reduce 
the overbuilding of excess capacity 
when recovery is attained. Such 
loans would need to be accom- 
panied by an arrangement for the 
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the industry expanded too greatly. 

In this form, the proposal would 
constitute for basic industrial prod- 
ucts an “ever-normal reserve” 
somewhat parallel to the “ever- 
normal granary” idea which is be- 
ing developed for agriculture and 
which provides for loans to pro- 
ducers provided they agree to par- 
ticipate in subsequent adjustment 
programs and to receive payment — 
in kind. 

Activity might be underwritten 
without controlling prices. In the 
form suggested above, the increased 
and coordinated production would 
carry with it an agreed set of 
prices, even though lower ones. An 
alternative method might be used, 
whereby after the desirable vol- 
umes of each product were deter- 
mined for the entire industry, to fit 
into the coordinated plan, the 
volume and price which the gov- 
ernment would underwrite for 
each business unit would be de- 
termined on the basis of bids by — 
each concern, with the government 
free to select from these bids, the 
concerns it would underwrite and 
the volume it would guarantee for 
each, or to reject the guarantee en- 
tirely if it found the bids too high — 
for the volume it felt desirable to 
guarantee. By some use of competi- 
tive bidding along this line, fol-— 
lowed by a free market when actual — 


operation began, it might be pos- 
sible to coordinate a planned vol- 
ume of each product with a com- | 
petitive situation in price and mar- 


future control of production or 
new capacity, so that when the 
proper time came, the accumulated 


reserve could be fed into use before gin fixing. 


Miscellany 


Mr. Hedges, Secretary of the 
National Economic and _ Social 
Planning Association, is at present 
attending the International Labor 
Conference in Geneva, Switzer- 
land, held under the auspices of the 
International Labor Office. On 
Friday, June 7, he addressed the 

»conference on the subject: “What 
the United States Workers have 
discovered about the Forty-Hour 
Week.” He reported on the pres- 
ent situation in the United States 
and the progress made toward this 
goal. In conclusion he said: “We 
urge the Employers not to erect 

barriers against a peaceful and 
scientific solution of the practical 
problems of industry by voting 

. against the universal forty-hour 
week in this Conference. When 
reason points the way, the mind 

_ should follow, and the resultant 
correct policy be formulated. The 

Employers who refuse to take such 

a step are creating the conditions 
in which class warfare thrives.” 

Mr. Hedges has had opportuni- 
ties to confer with Chairman Lor- 
win and to come in contact with 
men in other countries interested 
in planning. He expects to return 
to this country about July 15. 


PEA, fs 


From the Texas Weekly we re- 
‘print passages of an_ interesting 
article by Moore Lynn, former 
‘State Auditor, suggesting citizen 
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% planning groups to cooperate with, 


the new State Planning Board: 

“The State Planning Board 
should have the support and active 
cooperation of every citizen. Public 
planning is generally thought of 
solely as an official function; but 
the people of Texas need to have a 
part in planning for their own 
future. To leave the citizen out of 
our ‘plans for planning’ would be 
to neglect our one greatest natural 
resource—the moral and intellect- 
ual fiber of our people. . .” 

. United effort for the com- 
mon welfare is needed now as 
never before. We might make a 
beginning of organized citizens 
planning by forming local discus- 
sion groups of community councils. 
At frequent intervals neighborhood 
meetings should be held in homes or 
school houses to discuss measures of 
improving the life of the commu- 
nity and the State. These meetings 
should be informal and as _ thor- 
oughly democratic as the old fash- 
ioned ‘literary societies’ that were 
an important part of our pioneer 
society of fifty years ago. 
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“The community councils, when 
well under way, could unite to 
form a State-wide planning asso- 
ciation. This body should cooper- 
ate with the State Planning Board | 
and supplement its activities when- 
ever necessary or desirable. ‘The 
State organization should en- 
deavor to coordinate all existing 
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public planning activities; and 
should interest itself in any pro- 
gram for the welfare of Texas and 
its people. It should engage in long 
range planning, but, at the same 
time, it should strive to bring about 
immediate improvements in con- 
ditions affecting the public welfare. 
The association should always re- 
main non-partisan; failure to do 
this would be fatal to its purposes. 
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“The interests of the citizen 
planners should be broad enough 
to include agriculture, forestry and 
soil conservation, health, public 
safety, use and conservation of 
water and mineral resources, hous- 
ing, city planning, regional plan- 
ning, industry, labor, transporta- 
tion, public utilities, social welfare, 
public education, and government. 
Each of the several interests of the 
planners should be developed first 
by research; then by education; 
and finally by making plans and 
putting them into effect. 

“The association would need to 
do a certain amount of independent 
research work with employed per- 
sonnel ; cooperation with the State 
Planning Board, other official plan- 
ning bodies and higher educational 
institutions would give it the bene- 
fit of much research made by these 
organizations. 

“A portion of the educational 
program could be carried on 
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through existing agencies such as 
newspapers, magazines, universities 
and colleges, public schools, parent- 
teacher associations, luncheon clubs 
and fraternal organizations. ‘The 
planning association would need to 
coordinate the educational activi- 
ties of these friendly agencies and 
fill in the gaps with its own en- 
deavors. The State Planning 
Board, it may be noted, is forbid- 
den to ‘carry on any educational 
campaign.’ 
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“After research and education 
have cleared the way in a given 
direction, the association should 
then plan and lead the advance. It 
should actively sponsor a limited 
number of well considered pro- 
grams in the several fields of its | 
endeavors. When a program is 
once adopted, the entire force of 
the organization should be brought 
into action to put it into effect. 

“Tt would be impossible to place 
a money value on public planning 
that is done by a group of citizens 
who have no personal axes to grind, 
and are seeking only the welfare of 
all the people. Benefits both tan- 
gible and intangible would accrue. 
Perhaps the greatest benefit would 
be the improvement of our moral 
and intellectual life through the 
stimulation of intelligent thought 
and the greater recognition of our 
inescapable social responsibilities.” 
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Planning, Consumption and the Standard of Life 


By 


| A. F. HINRICHS 


Sees 

7 eu. three types of planning 
é for consumption are pre- 
Sented. The first of these dis- 
regards the items consumed and 
concerns itself with the balance be- 
tween aggregate productive power 
and aggregate consumer buying 
power. The most serious political 
consideration goes to a variant of 
this approach, the redistribution of 
existing income to assure propor- 
tionately larger consumption and 
smaller savings, but without par- 
ticular reference to total potential 
income. It is argued that appro- 
priate wage and tax policies will 
effect the needed redistribution, 
that business will be stimulated by 
Jarger consumer buying, and that 
the full potential income will be 
gradually realized without  set- 
backs in periods of depression. It 
is assumed that there is no serious 
lack of balance as between the dif- 
ferent kinds of commodities of- 
fered for sale, and that enterpris- 
ing businessmen are more sensitive 
‘to the proper balance than any 
-super-agency. 

_ This approach appears to be 
adapted to an economic organiza- 
tion roughly like that which we 
now know. It finds theoretical 


‘sanction in an analysis of the 


causes of the business cycle accepted 
by many economists. It is consis- 
tent with the distribution of power 
in a liberal democracy, where po- 
litical pressure is strong for heavy 
taxes on the rich and for higher 
wage rates. It seems to be simple. 

Disregarding the political diff- 
culties such a program may en- 
counter, the obstacles to its success 
arise from its indirectness. Whether 
the periodic inflation of consumer 
buying power through public works 
and the subsequent deflation of 
capital accumulation through tax- 
ation will work, remains to be 
seen. Administrative policy will 
shift gears only after the need has 
become manifest. The vehicles of 
control are somewhat clumsy and 
their effects only approximately 
predictable. There is at least room 
to question whether such strategic 
controls alone can be used to main- 
tain a sufficiently sensitive equili- 
brium. 

The other planning approaches 
to consumption do concern the 
items of consumption. But, though 
the fact is not always recognized, 
there are two approaches. One, 
I would call the “planning of 
consumption.” The other is better 
called “production planned for 
consumption.” The distinction is 
of fundamental importance, de- 
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spite the common characteristic of 
relatively detailed operational con- 
trol as opposed to the broader stra- 
tegic control of the first method. 
Detailed control of any sort raises 
serious questions as to its feasibil- 
ity: its possible flexibility, its prob- 
able accuracy, and the effect of the 
element of time on these factors. 

Against it will be raised also the 
war-cry of “regimentation”, a term 
rather loosely used. It is one thing 
—and a rather horrible one—to im- 
agine hearing a nation on Friday, 
the 13th, all engaged in inhaling 
onion soup at 6 p. m. from enamel- 
ledware bowls. It is quite a different 
matter—and in these days con- 
ceivably even pleasant—to dream 
of contracts for production and 
sale awarded to a manufacturer of 
canned soup because it is estimated 
that sometime between 6 A. M. 
and 10 P. M. a certain number of 
million people will probably eat to- 
mato soup, others chicken soup, 
still others pea soup and some from 
choice no soup at all. In the first. 
case there is “regimentation” of 
the consumers through the arbi- 
trary rationing customary in the 
army and in summer hotels. In 
the second case “‘regimentation”’ is 
practiced, if at all, on producers, in 
the first instance by the somewhat 
gracious device of placing orders 
which they might presumably en- 
joy filling. In recent years has the 
Bethlehem Steel Company cried 
“regimentation” when Uncle Sam 
added to his navy? 

This is not the place to discuss 
the control of production planned 
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for consumption. I would not leave 
the impression that no control 
is implicit in production planned 
for consumption. I suspect that 
I have described the velvet that 
gloves an iron hand. It may be 
even that only under social own- 
ership of productive equipment 
and through rigorous control of 
the agencies of marketing can 
such a scheme function. But 
whether the “regimentation” of 
producers is accomplished with 
much or little pressure, it is a 
control of producers that is visual- 
ized—not a control of consumers. 
The businessman and property 
owner will consider his interests. 
He will favor or oppose the pro- 
cess of control, as it promises to 
enhance or decrease his income. 
His wife will join him if he howls 
in anguish. But when she rises” 
majestically before the Woman’s 
Club, there should be other house- 
wives to point out to her that she 
is not fighting for her freedom as 
a consumer but for her vested in- 
terests as beneficiary of her hus- 
band’s income. } 
There is a contrast of method 
between planning consumption and 
planning production for consump- 
tion that would be complete, if— 
If it were possible to predict with 
reasonable accuracy the full con- 
sumers-choices of a nation of 130,- 
000,000 people with a given—and 
known—distribution of income. 
The extent to which these choices 
may become known is discussed in 
part in the article below on Mea- 
suring Consumption Habits. And 
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also if it were politically feasible— 
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or desirable—not to plan consump- 
tion in greater or less degree. 
Though I regard the theoretical 
contrast of method—of the inci- 
dence of control—as of the great- 
est importance—indeed as perhaps 
a determining factor in choosing 
between the uncertainty of strate- 
gic control and the rigidity of 
operational control—it is quite 
certain that any form of opera- 
tional control will contain more or 
less of each of the operational 
controls. 

The planning of consumption is 
current in partial forms in our life 
today. The army life is usually 
called to mind and does involve 
planned consumption on a large 
scale. *But even in the army, after 
provision has been made for all 
basic needs, there remains an un- 


planned margin represented by the 
“monetary income of the soldier. 
Analogous control of civilian con- 
_ sumption 


has been attempted 
through more or less extensive 
rationing. In the minds of popu- 
lations, which have not passed 


their entire life in dire misery, 


such periods of control have left 
a repugnant memory. It is too 
much to ask that the ordinary citi- 
‘zen should associate the discom- 
forts and inadequacies of such pe- 
riods with the fundamental condi- 
tion of shortage and national 


Ee poverty induced by war, interna- 
tional or civil, rather than with the 


*For a more detailed discussion see 
Chapters II and VIII in Lorwin and 
Hinrichs report to the National Planning 


Board on National Economic Pianning. 


more obvious fact of control as 
such. But with all due allowance 
for the influence of shortage, it is 
hard to find encouragement for the 
planning of consumption in the ad- 
ministrative experience of rationed 
nations or in the plans of the U. S. 
War Department for the supply- 
ing of an army of possibly 4,000,- 
000 men in another war. 

Freedom of choice has economic 
value. I would prefer to be some- 
what hungry after rising from a 
meal of cod-fish cakes and spinach 
than to be sated with kippers and 
kale—and I should be no happier 
if I knew that this repulsive meal 
appears only once in a fortnight. 
All but the most unimaginative 
sooner or later escape from board- 
ing houses if they can finance the 
release; if not, they flee from Mrs. 
Brown to Mrs. Smith. What worse 
plight can be imagined than incar- 
ceration in a national boarding 
house? Even the most rabid collec- 
tivist should remain broad-minded 
enough to sympathize with the 
millions as they hang him from 
the nearest tree for suggesting such 
planning of consumption. 

To admit that such a program 
is appropriately called “regimenta- 
tion”, to admit further that it has 
been associated with many efforts 
at economic control and will be a 
necessary part of the “planning” of 
all nations after the first few 
months of the next major war, is 
not to admit (1) that some partial 
planning of consumption is unde- 
sirable, (2) that the general plan- 
ning of consumption is necessarily 
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an integral part of a planned 
economy, nor (3) that even 
general planning can be made 
universal. 

Today in the United States we 
plan the consumption of most peo- 
ple for many items. Public edu- 
cation is an outstanding example. 
Beware, little boy, if you would 
dangle a worm in the brook some 
sunny day in May. Pity the parent 
who doesn’t like the curriculum 
and methods of the schools in rural 
Rhode Island. In some states we 
vaccinate and immunize without 
regard to the will of parent or 
child, and we control the serums 
which may be used. ‘These are 

indeed cases of drastically con- 
trolled consumption: the product 
is standardized ; its consumption in 
measured doses is compulsory. 
Elsewhere we plan non-consump- 
tion through prohibitions—as in 
the case of narcotics, or in a few 
civilized areas where marriage is 
barred to syphilitics. Again we 
limit consumption in an_ ever- 
widening field, as in subjecting 
buildings to inspection or to zoning 
ordinances. Finally we encourage 
consumption through all varieties 
of device from the legitimate 
propaganda of the health service 
to the provision of free camp sites 
in state forests. Consumption in 
part should be planned. The area 
within which it will be planned is 
growing. Such planning is not a 
function of the type of economic 
organization, but reflects the so- 
cial consciousness of the moment. 
Fortunately the love of personal 


freedom in our pioneer frontier 
stock is tainted with their puritan 
ancestors’ love of meddling. ‘The 
more tolerant catholic stock, on 
the other hand, is bunched into 
congested areas of poverty where 
life is only made tolerable through 
collective action. 

In planning consumption it must 
never be lost to sight that the most 
important vehicles are not ration- 
ing, forced consumption, or pro- ~ 
hibition. The greatest successes 
which have so far been experienced 
have come about through the de- 
velopment of “free choices’ ex- 
posed to opportunity and propa- 
ganda. We would assume that 
social planning would make for 
greater free or partially subsidized 
access to basic material necessities 
and to the means required to main- 
tain health, and for cultural and 
recreational opportunity than has 
private enterprise. There is a 
strong presumption that propa- 
ganda would shift from the adver- 
tising of competitive products to a 
more fundamental basis. It is highly 
probable that injurious propa- 
ganda would be prohibited, as, 
for example, the advertising of 
poisonous cosmetics; and that non- 
beneficial propaganda would be 
curtailed. In the U.S. S. R., for 
example, vodka furnishes a large 
revenue to the state, but the only 
advertising is with reference to the — 
harmful effects of its excessive con- 
sumption. In so far as these meth- 
ods are the basis of consump- 
tion planning, the actual pro- — 
gram of production to facilitate 
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normal that 
Fe anticipate consumption by a period 
varying with the product from one 
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new or expanding consumption 
would be based on_ probability 
analysis. 

What is probability analysis? 
How far can it be used? How can 
production be planned for con- 
sumption without controlling the 
consumer’s choice? 


To answer these questions 


briefly, the reader must make cer- 


tain distinctions: (1) Between raw 


~ materials and finished goods; (2) 


Between basic goods consumed by 
hundreds of thousands of people 
and specialty products; (3) Be- 
tween standardized articles and 
styled products; (4) Between ma- 
terial and intangible values in the 
level of living. 

First, however, it is necessary to 


point out that stocks of goods on 


hand introduce cartilage between 
the joints of the economic system 


and should be used in a planned 


emis 
should 


economy to soften shocks. 
production 


month to twelve months. This 
period may be increased in most 


lines by investing larger amounts 


of capital in inventory. The social 
cost may be well worth incurring, 


if it is part of a system facilitating 
greater production. The objection 
to “the ever-normal granary” con- 


cept arises from the tendency of 
economic policy formulated in re- 


sponse to pressure groups to fill 


more and ever more granaries. In 


any society as tastes and incomes 
change it will be necessary to allow 
_ production to shrink in some lines. 


The only excuse for building up. 
stocks in such an industry is to 
give a brief breathing spell for 
readjustment. But in general 
stocks can and should be used 
effectively to cushion inevitable 
miscalculations of consumers de- 
mand. The more rigid the struc- 
ture of production becomes—and 
planned operational control of pro- 
duction will tend to rigidity—the 
greater should be the inventory 
buffer. 

The production of goods can be 
planned in some detail where con- 
sumption is on a mass basis and 
where there is a record of con- 
sumer choice—and of trends. 
Shifts as between coffee, tea and 
milk lend themselves excellently to 
such measurement. Planned con- 
trol is possible without undue 
waste and with no coercion of the 
consumer. 

The eccentric item of the budget 
and the totally new item in con- 
sumption characteristically appear 
only in the budget of well-to-do 
families—and constitute a small 
percentage of their budget and a 
negligible fraction of the total 
economy. ‘Their production can- 
not be planned, except as the social 
and economic organization is 
planned to make allowance for the 
desirability of such production. 
Thus raw materials, some capital 
and a labor supply should be avail- 
able for development work, and, 
at a price, for the supply of eccen- 
tric tastes. 

The most highly styled goods 
may fall in this class. The styling 
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of articles for the mass of the popu- 
lation—for whom style means 
accepted design and not uniqueness 
—is not random today and might 
with great advantage be even 
further controlled. 

Furthermore the quality of 
uniqueness appears in the process 
of assembly, rather than in the 
parts of which the whole is com- 
posed. An infinite variety of 
buildings may be assembled from 
standardized varieties of hardware. 
There is no gain from _nonin- 
terchangeable sizes of electric 
sockets. So also the production of 
the necessary raw materials may 
be planned before the final style is 
completely visualized, in grey 
goods for fabrics and in leather 
for women’s shoes. 

Finally, and most important of 
all, it must be realized that the 
quality of the level of living de- 
pends upon factors that need not 
affect the social planning of a pro- 
gram of production for consump- 
tion. The home, as opposed to the 
house and furnishings, cannot be 
carried in a balance sheet. We live 
today, except in the case of the 
most well-to-do, with the material 
elements of our homes produced 
en masse and subject to standard- 
ization. Almost never do I react 
to the quality of a house on the 
basis of the uniqueness of some 
item of furniture. Rather what 
distinguishes the livable home is 
the arrangement, selection and 
harmony of items that I have seen 
many times before. 

And this is as it should be. 
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Arrangement, in the case of all 
those so fortunate as to be unable 
to hire a decorator, is self-expres- 
sion. It is the value which one 
adds but does not count in 
monetary terms. It should be — 
subjective. 

Few of us are so filled with cre- 
ative genius, are so gifted with 
craftsmanship and have enough 
time to create a home from ma- ~ 
terial items, which we have indi- 
vidually designed and fashioned. 
We may be quite willing to allow _ 
a specialist to paint pictures which 
we find beautiful or to build an 
overstuffed davenport that we find | 
comfortable and esthetically satis- 
fying. But when the world round 
has supplied us with all the parts, 
has even guided us in their arrange- 
ment, there is still left room for © 
living through self expression. — 

Production for consumption is 
not inconsistent with the fullest liv-_ 
ing. Ideally, it is the means of or-_ 
ganizing our vast resources to dis-_ 
pose as briefly, as pleasantly, and as — 
satisfactorily as possible of the rou-— 
tine functions of increment and ex- 
crement without which physical life 
cannot continue. Nor should the 
physical process be minimized. At 
best, we must labor among the 
thorns; only a fool will insist that. 
they should not be weeded from the — 
garden. Let Jehovah make them 
grow again, if it be his will; but 
let men at least attempt to circum- 
vent the curse of Adam. If there 
is indeed a God of Wrath, let man 
die a worthy antagonist. Good © 
and ample food, decent clothing, — 
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the privacy and sanitation of good 
housing are today regarded in this 
country as the foundation of a full 
life. 

But they are prerequisite; they 
are not life itself. The quality of 
living emerges above this subsist- 
ence level in the realization of 
other intangible values: the de- 
velopment of the individual; the 
‘consciousness of useful service ren- 
~ dered ; satisfaction of an instinct of 
workmanship; the apprehension of 
beauty; the expansiveness of love. 
These form the greater or less part 
of the Standard of living of all 
men of sense. They emerge in the 
level of living of all too few. But 
even the economic planning of con- 
sumption will not infringe on this 
real standard. To open oppor- 
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tunities for a richer life should 
certainly be attempted. To create 
that leisure necessary to living, we 
hope would be part of any economic 
plan; but not to force that which 
must seem to come from within in- 
dividual to have real value. 

These standards of values in life 
are part of social planning. As 
they develop or change, the eco- 
nomic pattern must be modified to 
allow of their expression. Society 
does not today allow these stand- 
ards to develop without guidance. 
Presumably it will not in the fu- 
ture. But whether the develop- 
ment of these standards is guided 
or not, they are not controlled by 
the economic plan. Rather a 
planned economy should be shaped ~ 
to allow of their realization. 


Bread and Circus---Plus 


By 


M. H. HEDGES 


N weighing the social 
aspects of a level of liv- 
ing, one is inducted at 
once into the subjective 
nature of any standard. Labor 
unionists regard the standard of 
living as a subjective criterion. I 
have recently returned from a long 
arbitration proceeding between a 

company and a local union in which 
the company insisted that wages 
should be adjusted in accordance 

with the fluctuating cost of living. 

The union took the position that 

the cost of living is not significant 

except in so far as it reveals the 
level of the living standards of the 
workers. The union publicly de- 
clared that it was not given either 
to economists, employers, or social 
workers to determine the quality 
of living contributed to by each 
worker. This should be the pre- 
rogative of the workers themselves. 

In.other words, the workers were 

affirming the validity of their sub- 

jective criteria. 

It is not easy to develop an ob- 
jective standard of living, for it is 
a matter of common knowledge 
that every standard of living has 
implicated in it tangible and in- 
tangible values. The formula de- 
veloped by the Caesars for the Ro- 
man ‘populace, ‘namely ‘“‘Bread and 
Circus’, means subsistence plus ex- 


citement—a formula containing 
both tangible and intangible values. 


In the pursuit of an objective 


standard one must give at least as 
much attention to the intangibles 
that go to make up a social standard 
of living, as one does to the tangi- 
bles. Such a freely accepted term 
as the “American standard of liv- 
ing” has never been fully analyzed. 

In the beginning the wage paid 
to American workers was higher 
than that paid British and Euro- 
pean workers, largely because of an 


element of competition—not with | 
foreign labor—but with the land, | 
the free land which lay everywhere _ 


about the workers in the United 
States. When work was slack the 


American worker could change his 


occupation and for the time being 


} 


become a farmer because free land — 
lay all about him, and the employer — 


had to pay a wage which was at- 
tractive enough to draw the worker 
away from the land. The Ameri- 
can wage scale, therefore, tended 
to the high level of subsistence from 
free land. bore. 
This higher wage level, which 
in origin arose out of competition 
with the land, later had great po- 
litical value inasmuch as tariff ad- 
vocates found in the American 
wage levels a good argument for 
higher tariffs. The American 
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working man and his wage scale 
must be protected from the com- 
petition of foreign markets! But 
this wage scale, implying an Amer- 
ican standard of living, rested 
largely upon a tangible difference 
in the material value of American 
over European purchasing power. 
It is strange that Americans give 
little heed to intangible values, 
when they themselves had in the 
“spectacle of slave emancipation ex- 
ample of civil war being fought in 
part at least for intangible social 
values, namely the abstract con- 
ception of freedom. 
In a comparison of American 
standards with European, the 
_ European has always been made to 
suffer, largely because money val- 
ues were made the chief basis of 
comparison. But as the machine 
technology developed in American 
life, the European worker with his 
social security schemes, developing 
as early as the 80’s, lived on a level 
» of existence that really won for 
him a greater satisfaction in living. 
He had more security; he never 
felt that accelerated tempo which 
drives American workers on the 
job, and from job to job; the Euro- 
pean worker too felt an attach- 
ment to place that stabilized ex- 
_istence in a way that semi-migra- 
‘tory and migratory workers in 
America never feel. He missed 
the invasion of the ethics of 
common existence by the more 
anarchic morality of the unat- 
tached and migratory _ toilers. 
Carleton Parker traced the char- 


_ acteristics of a large section of. 


American labor, characteristics 
that appear to be radically mobil- 
ized against the community to the 
fact that these workers had no loy- 
alties to family, to place, to town, 
and to job. This assault upon the 
ordinary virtues, the European 
worker sidestepped and found him- 
self moving in a current more gra- 
cious than that of his American 
cousin. These intangibles have 
never been taken into considera- 
tion by those political propagandists 
of the American standard of liv- 
ing, so-called. 

There has been injected into this 
criterion, called the American 
standard of living, values which can 
be described by no other word than 
illusory. The American workman 
has been told that to own a car, to 
propel himself at amazing speed 
across the land, to share in part in 
the splendid constructing of a new 
industrial civilization, is of higher 
value than social security, stability 
and certain methodical forms of 
existence. He has also been told 
that a certain individualistic inde- 
pendence is of more worth than the 
habit of cooperation with his fel- 
lows, which stipulation when 
viewed from the social point of 
view is indeed questionable. . 

I have recently been allowed to 
see the results of a firsthand in- 
vestigation as to just how Ameri- 


can wage-earners of the skilled 


type really live. Their wage aver- 
aged $30.00 per week the year 
around. ‘This is a larger amount 
than the majority of American 
workers achieve. Twenty-eight 
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of a total of 278 members in this 
particular group actually had clear 
titles to homes. Ninety-six others 
are in the process of buying homes, 
while the remaining 154 members 
were either renting or sharing 
domiciles with others. Mortgages 
upon the homes being purchased 
amounted to $239,916 or an aver- 
age of about $2,500 each. Of the 
278 members of this group, 221 
felt it necessary to own some kind 
of a car. Of these 221, 110 had 
their cars fully paid for, but they 
had bought cars whose average pur- 
chase price was only $440. Ten 
per cent of the cars bought were 
purchased for less than $100 each. 
The average debt on cars per 
driver was $107. Sickness plays 
a tremendous part in the fortunes 
of this group. Of the 278 mem- 
bers, 136, or nearly 50%, re- 
ported medical bills outstanding 
which they could not meet. The 
total personal debt of this group of 
278, outside of that debt con- 
tracted in the purchase of homes 
and automobiles, was $70,402, or 
an average of $253 per member. 
The total debt including mort- 
gages on homes, cars, and personal 
obligations is $333,983, or an aver- 
age debt of $1,201 each. Two 
hundred twenty-one out of the 278 
workers reported they have no 
money regularly available for vaca- 
tions or amusements, and not one 
had set aside any funds for old age 
or for other purposes. No one of 
this number was able to save any 
sum for the higher education of 


children. 


AGE 


This, then, is a picture of the 
better paid American workers. It 


reveals the American standard of © 


living at its best, and it suggests 
that these workers move at a point 
not far from the subsistence line. 
Intangible values such as security, 


the satisfaction that comes with cul- _ 


tural pursuits, books, theatres, the 


freedom that is permitted the indi- | 


vidual who has some margin of sav- 
ings—these were all missing. 


In the pursuit of formula that — 


will guide in setting up of objec- 
tive standard of living, one must 


take into consideration both intan-— 
gible and tangible values and rule © 


out the illusory ones. One may at 
once say that the only place where 


standards of living have any signifi- © 
cance is in a social world. And 


then it follows, as the night the 
day, that that standard of living is 
best which advances social coopera- 
tion. It is useless to set up a stand- 
ard of living as an objective which 
is going far toward making so- 
cial cooperation impossible. The 


worker who is paid a wage so low | 


that he is physically unfit to carry 
on his job is receiving an anti-social 
wage. The worker who is paid a 
wage so low that he is psycholog- 
ically hostile to the industry of 
which he is a part is being paid an 
anti-social wage. The worker who 
is being paid a wage so low that he 
has neither the leisure nor the 
equipment to fit himself for indus- 


trial citizenship is being paid an — 


anti-social wage. The worker who 


is being paid a wage so low that he 


cannot give his children the oppor- 


| 
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tunities for industrial citizenship 
is being paid an anti-social wage. 
Low wages induce in workers in- 
ability to cooperate. Social wages 
fit the worker physically, psycho- 
logically and morally to cooperate. 
Social wages create industrial 
morale. If this careful, firsthand 
investigation of 278 workers, aver- 
aging $30.00 per week, means any- 

thing, it means that this allegedly 


high wage is an anti-social wage. 

Persons interested in planned 
economy will have to give due 
attention to a social standard of 
living. Planned economy must 
look toward creating an era of 
plenty which will produce a wage 
scale, or an equivalent standard of 
living, far superior to any that 
wage earners in America have hith- 
erto seen. 


Levels of Living vs. Standards of Living 


By 


FAITH M. WILLIAMS 


$4 HEN the Bureau of Labor 
Js Statistics studied changes 
in living costs in South- 
ern textile mill towns 
last fall, one of the field workers, 
who had gone into the area to 
collect retail prices in the stores 
at which mill workers buy, re- 
turned to Washington commenting 
on the confusion about the recent 
trends in living standards in one 
of the mill villages she had vis- 
ited. “I heard from many people,” 
she said, “that living standards 
have declined greatly since 1929 
there as in other places, but the 
store-keepers report that in many 
ways the workers’ standards are 
higher than they were. I couldn’t 
price new baby carriages in this 
town at all. One store-keeper 
said, ‘The mill people don’t buy 
new baby carriages. The poorer 
ones buy second-hand baby carri- 
ages, but a family with money 
enough to buy a new baby-carriage 
buys a second-hand Ford. Living 
standards are going up all the 
time’.” 

It was evident that the confusion 
was entirely a matter of definition 
of terms, a failure to distinguish 
between the levels at which the 
mill people had actually been liv- 
ing in the period of the depression, 
and the norms or standards which 


represent their idea of the living 
they should have. 

This confusion in the use of 
terms is not limited to Southern 
mill-villages. Throughout the 
literature on national planning, on 
real income, on ways of living, it 
is constantly necessary to pause 
and inquire whether the term 
“standards of living” is being used 
to mean the norm, the ideal, the 
goal of a group, or to mean the 
level at which a group is living at 
some particular point in time. 

Thomas D. Eliot at North- 
western University has avoided 
the difficulty by distinguishing be- 
tween “standards” and “planes” 
of living, using the term “plane of 
living” to mean actual commodities 
and services received, “reserving 
the other phrase for true standards, 
which are subjective.” In a re- 
cent publication by Carter L. 
Goodrich, B. W. Allin, and 
Marian Hayes, Migration and 
Planes of Living, a similar distine- 
tion is made. 

An effective use of the term 
“levels of living” appeared in 1925 
in American Economic Life by 
Tugwell, Monroe and Stryker. 
The term appears in such section 
headings as “Poverty, Comfort and 
Riches: Present Levels of Living ;” 
and “Raising the Levels of Living 
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Through Comprehensive Schemes 
for Reorganization.” 

“In a forth-coming report analyz- 
_ing studies of family living in the 
United States and other countries 
made by the Bureau of Home 
Economics in cooperation with the 
Social Science Research Council 
and the Institute of Pacific Rela- 
tions, the terms to be used in 
‘the volume are defined to avoid 
confusion: 

“The term ‘standard of living’ 
has been used to mean an ‘ideal’ 
or a ‘norm’ of consumption. It 
may be vaguely defined in the mind 
of an individual or of a group, or 
it may be definitely described in 
terms of goods and services of a 
specific quantity and quality. There 
is, for example, the standard of 
living definitely defined as the 
‘poverty line’ by Rowntree; the 
‘normal American standard’ of 
living as defined by the ‘minimum- 
» quantity budget’ prepared by the 
United States Bureau of Labor 
Statistics; and the ‘professional 
‘standard of living’ as defined by 
the Heller Committee for Re- 
search in Social Economics of the 
University of California. 
“The term ‘content of living’ 
has been used to refer to the 
quantity and quality of goods 
and services actually consumed, 
whether purchased, or received 
without direct money payment ; the 
term ‘level of living’ being used as 
a summary term when comparing 
the content of one living with 


another, or when generalizing 


about the content of living of a 
group.* 

It is of some interest to note in 
this connection that since the fall 
of 1920 the Labor Bureau, Inc., 
has been pricing the Bureau of 
Labor Statistics “Minimum Quan- 
tity Budget,” and, since 1921 its 
own “Skilled Workers’ Budget’’ 
in order to compare current earn- 
ings with the cost of these two 
standards. 

Is there any significance for 
action in making a distinction be- 
tween terms used in discussing the 
level at which a group is living 
and certain standards of living? I 
believe there is. "Too frequently 
the confusion has had an unfortu- 
nate effect on policy. The level 
at which a particular group has 
been found to be living has been 
labeled the living standard of the 
group, and wage negotiations over 
a long period have been conducted 
on the basis of maintaining that 
standard, without regard to the 
adequacy of the goods and services 
available at this level, or to tech- 
nological improvements in the pro- 
duction of consumer goods which 
have quite properly resulted in 
raising the ideals of the group 
concerned. 

If the term “standard of living” 
is generally recognized as applying 
to a norm, a measuring rod by 
which to evaluate actual condi- 
tions, it becomes easier to discuss 

* Williams, F, M. and Zimmerman, 
C. Cc. Studies of Family living in the 
United States and Other Countries: An 
analyses of material and method.—v. 8. 


Department of Agriculture. Bureau. of 
Home Economics. In press. 


14 PLAN AGE 


possible changes in economic insti- 
tutions calculated to bring the 
levels of living nearer to accepted 
norms, changes in educational in- 
stitutions calculated to bring about 
desirable changes in the standards 
of certain groups_(standards of 
cleanliness, of health, of recreation, 
which may for one reason or 
another seem regretably low) and 
perhaps most important of all, 
easier to discuss upward revisions 
of previously accepted standards 


_ technological 


which become possible with 
improvements in 
production. 

It would sharpen discussion of 
the main objective of the National 
Economic and Social Planing Asso- 
ciation if it were stated “as the 
study of methods for the full 
utilization of the productive re- 
sources of the United States to 
give the American people the high- 
est possible material and cultural 
level of living.” 


For silk hose? 


immediate concern to business. 


’ the real per capita national income 


Measuring Consumption Habits 


By 


Bro. bcs 


EASURES of consumption 
on a family basis are 
essential to sound judg- 
ment in any economy 


“with an extensive subdivision of 


labor. The need for such studies 
becomes imperative in a planned 
economy, but they are almost 
equally necessary in the United 
States today. What is the extent 
of the present market for radios? 
For mechanical 
refrigerators? What income 
groups buy them? What quality 
is purchased? How will the 


character of the market be changed 
if sweated labor is assured a living 


These are problems of 


If 


wage? 


“rises 10 per cent above the level 


agricultural policy is affected 
the character of the forecast. 


of 1929, what change is likely to 


occur in wheat consumption? In 
the use of dairy products? Basic 
by 
Is 


‘there a saturation point for vari- 


ous industries? 


How nearly have 
we arrived at this point for sepa- 


rate branches of production? To 
what extent does the demand of 


higher income groups seek more 
units of a given product and to 
what extent does it seek better 
These are merely sam- 


ples of the inquiries that can only 
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be answered on the basis of exten- 
sive studies of how American 
families spend their incomes. 
Despite the great variety of 
present needs which would be 
served by an accurate knowledge 
of family consumption habits, there 
is little more than approximate 
knowledge available at the present 
time. The largest study which 
has been undertaken since the De- 
partment of Labor study of 1903 
is one made by the same depart- 
ment in 1918-1919 covering some 
twelve thousand wage earning 
families. The distribution of ex- 
penditures shown at that time is 
now out of date, even with refer- 
ence to the low income groups, 
because of the introduction of large 
numbers of new commodities and 
more particularly because of the 
entrance of commodities formerly 
regarded as luxuries into mass con- 
sumption. The expenditure pat- 
terns of 1918-19 were also presum- 
ably influenced substantially by the 
peculiarities of the war and post- 
war period and therefore cannot be 
considered as completely represent- 
ative of expenditures during more 
normal periods. Finally, the tech- 
nical problems of consumption 
analysis have been further de- 
veloped during the past 15 years in 
such a manner as to secure more 
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satisfactory results than those 
which were obtained in the 1918- 
1919 situation. There has also 
been considerable analysis of the 
consumption of American farm 
families, but here also the latest 
study of significant magnitude was 
made more than a decade ago. 
Numerous other studies have been 
made, a few of them purporting 
to report the expenditures of well 
to do families or of families on a 
subsistence level, but these studies 
have all been made with reference 
to samples so small as to furnish a 
most uncertain basis for estimate. 

In addition to these studies cov- 
ering all items of family living, 
there have also been undertaken 
field and questionnaire investiga- 
tions with reference to the pur- 
chase of special commodities. ‘The 
most extensive of these relating 
consumption to income is the 
Real Property Inventory and the 
Financial Survey of Urban Hous- 
ing. For a group of.63 cities, now 
being enlarged by similar  sur- 
veys locally conducted, informa- 
tion is available by income classes 
on type of dwelling, type of heat- 
ing apparatus, character of the fuel 
used for heating, cooking and 
lighting and with reference to the 
use of automobiles, mechanical re- 
frigeration and both tubs and 
showers. 

The most comprehensive at- 
tempt to bring all of this informa- 
tion on family consumption to- 
gether into a national picture is 
that reported by the Brookings 
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Institute in the volume entitled 
“America’s Capacity to Consume”. 
It is significant that the utmost 
refinement which it was deemed 
possible to present in this volume 
was an estimate of the aggregate 
expenditures of families at differ- 
ent income levels for such broad 
groups of commodities as food, 
clothing and shelter. 


This deficiency in the statistical - 
information with reference to the — 


economic habits of the American 
people has long been recognized. 
In 1929 a special committee of the 
Social Science Research Council 
appointed at the request of Dr. 
Ray Lyman Wilbur, the Secretary 
of the Interior, and operating 
under the chairmanship of Wil- 
liam F. Ogburn, presented a plan 
for a study of consumption accord- 
ing to income, covering a repre- 
sentative sample of American fam- 
ilies at income levels ranging from 
poverty to $10,000 per year. The 
study was to include urban and 


rural communities in at least four — 


regions of the United States. It 
was believed that such a study 
would require six months of pre- 
liminary work for organization 
and experiment, field work for a 
period of one year and another year 
for the analysis of the results and 
for the preparation of the report. 
The program outlined certain of 


the general principles which should | 


be followed in such an investiga- 
tion, but did not develop specific 
plans for selecting the sample of 
families or for collecting and tabu- 
lating the data. This work would 
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have been involved in the prelim- 
inary six months period. 

“Due to the depression this pro- 
gram, which had been favorably 
‘received by the Administration in 
Washington, was dropped. The 
need for such work, however, con- 
tinued to be discussed by all those 
who were using so-called cost of 
living figures or were engaged in 
the analysis of the distribution of 
‘products of American enterprise. 
The Domestic Distribution Com- 
mittee of the United States Cham- 
ber of Commerce issued a report 
in April, 1932, criticizing the 
limitations of existing figures. It 
pointed out that the Bureau of 
Labor Statistics index of the cost 
of living is based on price changes 
in commodities bought by people 
with low purchasing power and “‘is 
entirely unsatisfactory as a gen- 
eral measure of retail prices.”” Such 
an index of retail price changes as 
they affect the wage earner is neces- 
» sary, though it has perhaps a limited 
usefulness. The Chamber Com- 
mittee rightly pointed out that 
even for the purpose of measuring 
price changes as they affect wage 
earners the Bureau index should be 
revised on the basis of a new field 
investigation. Much more far 
reaching, however, was its recom- 
‘mendation that “in the cost of 
living study provision be made 
‘to secure information concerning 
the national requirements of peo- 
ple at various levels of living as 
determined by their income, the 
size of family, geographical differ- 


ences and skill in management.” . 


Wage earner consumption has 
been studied by the Bureau of 
Labor Statistics during the years 
1934 and 1935 under an appropri- 
ation from Congress for this pur- 
pose and also through the develop- 
ment of coordinated local research 
programs making use of FERA 
funds. By the close of the fiscal 
year 1935-36 this extensive resur- 
vey of the purchasing habits of 
wage earner families will furnish 
a basis for the revision of the old 
series on Cost of Living published 
by the Bureau of Labor Statistics. 

In the spring of 1935 the Na- 
tional Resources Committee initi- 
ated the technical studies necessary 
to prepare the way for a compre- 
hensive survey of the consumption 
of goods and services by American 
families. Detailed direction of the 
study was given by a committee 
consisting of Gardiner C. Means, 
representing the National Re- 
sources Committee, Henry B. 
Arthur, representing the National 
Emergency Council, Morris Cope- 
land representing the Central Sta- 
tistical Board, Hildegarde Knee- 
land of the Bureau of Home Eco- 
nomics in the Department of Agri- 
culture, Faith M. Williams of the 
Bureau of Labor Statistics, and 
Howard B. Myers of the FERA. 
The technical staff was jointly 
financed by the National Resources 
Committee and the Central Statis- 
tical Board and was supplemented 
through extensive loans of person- 
nel by the Departments of Agri- 
culture and Labor. 

As a result of these preliminary 
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technical studies two coordinated 
projects were prepared for presen- 
tation to the Works Progress Ad- 
ministration to be administered, 
one by the Bureau of Home Eco- 
nomics, and the other by the Bu- 
reau of Labor Statistics. It was 
planned that the National Re- 
sources Committee should con- 
tinue its interest, particularly in 
the final phases of analysis, in 
order that the studies should yield 
the necessary materials in planning 
for the effective use of our natural 
and human resources and of our 
industrial capacities. 

The projects as proposed carry 
forward the work of the Commit- 
tee of the Social Science Research 
Council and focus the technical 
thought which has developed in 
this field within government and 
private agencies. The sample pro- 
posed is designed to be as nearly as 
possible representative of condi- 
tions throughout the United States, 
though this is an ideal which 
can perhaps never be completely 
achieved. The studies are planned 
to assure regional representation 
and thereby to develop the broad 
contrasts in consumption habits 
which exist, for instance, as be- 
tween New England and the South 
Atlantic States. In each of the 
six regions which it was proposed 
to survey, areas for study have 
been selected to give a full cross 
section. Thus, in addition to the 
two metropolitan areas of Chicago 
and New York, which should be 
considered as constituting more or 
less independent regions, in each 
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of the regions there is representa- 
tion of one large urban center with 
a population of 250,000 to 300,- 
000. Several cities had popula- 
tions of 30,000 to 70,000. A some- 
what larger number of small cities 
had populations of 8,000 to 19,000. 
A large number of villages ranging 
in size from 500 to 3,000 and a 
sufficient number of farm areas to- 
include regions representative of © 
all the principal crops have been 
selected. From this selection 
of areas it is hoped that differ- 
ences in consumption habits based 
on cultural environment may 
be adequately developed. It is sig- 
nificant to note that heretofore our 
information has been most com- 
plete with reference to farm fam- 
ilies and with reference to wage 
earning families living in the 
larger urban centers. The sample . 
has also been projected to de-— 
velop the differences in the con- 
sumption habits of the various 
social groups in the community: 
dependents, wage earners, low — 
salaried workers, high salaried — 
workers, salaried professional peo- — 
ple, independent professional and — 
business men. In addition smali 
special samples have been projected | 
to develop the possible differences 
due to racial composition. These 
special studies are designed to cover 
the negro and six of the more im- 
portant foreign born groups. The 
sample is also to be controlled in 
order to cover adequately the 
dominant family types, as for ex- 
ample the single person family, 
man and wife, and man and wie 


ys 
selection of the sample for these 
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with various numbers of children 
of varying ages. In all eight fam- 
ily types are considered. 

Finally, the study has been 
projected with a unique coverage 
of the income range. The sample 
has been selected to adequately rep- 
resent incomes up to $10,000, to 
give a fair representation for fam- 
ilies with incomes to $20,000, and 
to furnish at least more informa- 
‘mation than has heretofore been 
available with reference to the 
consumption habits of families 
with incomes in excess of $20,000. 
In the selection of cases to be ade- 
‘quately representative of each of 
these projected groups it is neces- 
sary to draw by other than random 
methods. Otherwise the low in- 
comes which are of most frequent 
occurrence would be represented 
by a larger number of cases than 
are necessary and the higher in- 
come groups would be represented 
by an inconclusive number of cases. 
The problems involved in the 


proposed studies have indicated 
clearly certain technical limitations 
with reference to the knowledge 
which we may hope to gain of 
‘consumer habits. Such a study as 
has been projected involved secur- 
‘ing information from many tens of 
thousands of families and its mini- 
mum cost is described in seven 
figures. The schedules which must 
be used are so elaborate that it 


- would seem impossible ever to de- 


velop a Census of the consumption 


of American families. The sample 
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necessarily must reflect efforts to 
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achieve reasonable economy in the 
undertaking and to incur costs no 
greater than those warranted by 
the immediate usefulness of the 
results. So for example the 
regional distribution of the sample 
must be such as to develop infor- 
mation with reference to the prin- 
cipal regional types but cannot be 
adequate to show all of the 
regional gradations which might be 
revealed by surveys in each of the 
48 states. A national composite 
to be derived from such restricted 
sampling would be at best a rough 
approximation based upon a spe- 
cial weighting of the results 
obtained in the particular areas 
studied. In the same manner it is 
impossible to cover all sizes of 
community. Rather the contrast 
must be made between sizes of 
community which possess markedly 
different characteristics. So also 
the more unusual types of family 
composition must be disregarded. 
This economy of effort is made 
even more essential by the fact that 
the findings will inevitably become 
obsolete. Just as consumption 
habits have so changed since 1918- 
19 as to render necessary the re- 
survey of the consuming habits of 
the wage earning population, so a 
study undertaken with reference to 
all income groups in 1935 will be- 
come obsolete in the course of 
time. The necessity for resurvey 
can, however, be met for some 
years by small sample surveys un- 
dertaken for special purposes. 
With reference to the timing of 
such studies, it is also fairly evi- 
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dent from a review of the record 
of the last twenty years that there 
is no such thing as an ideal period. 
The study undertaken in 1918-19 
is known to have possessed certain 
limitations due to the progress of 
the war. A study undertaken in 
1935 will possess analogous limi- 
tations. No intervening period, 
however, would have fully satis- 
fied the needs of business at this 
time. 

In this connection it should be 
noted that the total consumption of 
the American people, which is a 
function both of income and of 
consuming habits, changes more 
drastically than does the consump- 
tion of a family with a constant 
real purchasing power of 2,000 or 
5,000 or 10,000 dollars. Fluctua- 
tions in business conditions intro- 
duce two elements of uncertainty 
into estimates of family consump- 
tion. In the first place it is prob- 
able that there is some change in 
attitude with reference to the pro- 
portion of the family income which 
is saved and used for consumption 
by a family with unchanged real 
income. In the second place there 
are probable differences in habits to 
be observed in families which have 
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enjoyed over long periods a fixed 
real income as opposed to those 
whose real income was recently 
either much higher or much lower 
than that indicated for the control 
group as a whole. An approach 
to this latter problem may perhaps 
be made but should not be at- 
tempted on a_ national basis. 
Neither of these factors affects con- 


sumption as drastically as-does the ~ 


basic change in the national income 
and its distribution. 

These and other limitations 
which may be pointed out would 
necessarily be controlling with 
reference to the uses which may be 
made of consumption data in any 
attempt at economic planning. 
Whether one considers the more or 
less tentative planning of special 
business units or Trade Associa- 
tions or visualizes a more definitive 
and more rigidly controlled pro- 
gram, the detailed information 
which can be secured with refer- 


ence to consumption habits will Q 
give merely a first approximation 


to the national picture. At pres- 
ent, however, the material for even 
this approximate approach to the 


problem of production for con-— 


sumption or of production for 
effective demand is lacking. 
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The New England Mind 


By 


GEORGE B. GALLOWAY 


WHE following are excerpts 
mi from my New England 
diary, a record of where 
in five weeks I drove over 


3,000 miles and visited every state 


at large. 


in the region. The purpose of my 
trip was to discuss the policies of 
ESPA with the members in that 
section, to sound out local opinion 
on economic policy, and to stimulate 
public discussion of methods for 
achieving the full utilization of the 
productive resources of the region 
and the country at large. 

Each New England state has a 
recently established Planning 


~ Board, except Massachusetts where 


enabling legislation has just been 
adopted. These boards are usually 


mixed commissions appointed by 
the governors, including the heads 


of the state departments concerned 
and a minority of members selected 
Their technical staffs 
vary in size from 5 in Vermont to 
46 in Maine and have been financed 
by the FERA. Some of the boards 
have advisory committees of com- 
petent citizens, as in New Hamp- 
shire. 

In general, the functions of the 
state planning boards are fact-find- 
ing and advisory. They aim to lay 


| the foundation for the orderly de- 
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velopment and _ better utilization 


of their land, water, mineral, and 


other natural resources. They 
have prepared graphic surveys, 
maps, and charts of the industrial, 
agricultural, and recreational re- 
sources and transportation facili- 
ties, indicating lines along which 


‘development can be made to advan- 


tage. Some of the state boards 
have also endeavored to correlate 
the results of the researches of va- 
rious state departments and other 
organizations, to cooperate with 
the research divisions of public and 
private bodies, and to assist town 
and county planning agencies. The 
Regional Planning Commission at 
Boston is attempting to coordinate 
the state plans into a ten-year re- 
gional plan for New England. 
All the state planning boards 
are still in the inventory stage. 
They conceive of planning in physi- 
cal and regional terms. “The con- 
nection between physical and re- 
gional planning, on the one hand, 
and economic and social planning, 
on the other, is but dimly per- 
ceived. ‘The emphasis is on econ- 
omy, better utilization, coordina- 
tion, and public works rather than 
on living standards and human 
needs. When the inventories are 
complete, the second step in view is 
to make plans for the orderly de- 
velopment of resources. Some 
boards have reached this stage. The 
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third step is to get the plans 
adopted, which requires legislative 
consent and regional or national co- 
operation. Perhaps the furthest 
reach of public planning in New 
England is in the proposed inter- 
state compacts for the cooperative 
development of the Connecticut 
and Merrimac River watersheds 
with a view to prevention of pollu- 
tion, power, navigation, recreation, 
and flood control. 

The place of planning in New 
England’s economy is summed up 
in a recent statement of the Re- 
gional Commission: “It is time 
to discard our practices of waiting 
until one industry fails in order to 
develop another in our accustomed 
haphazard way. The remedy seems 
to lie in wise planning for the fu- 
ture of New England; to profit by 
the systematic application of our 
Yankee ingenuity and energy to our 
problems and to base our action on 
our known resources and the wisest 
possible use of them.” 

My business contacts in New 
England included the New Eng- 
land Council, and various cham- 
bers of commerce. The Council, 
in operation since 1926, comprises 
1,500 business leaders. It con- 
ceives its main job “‘to promote the 
growth of the basic wealth pro- 
ducing activities of New England.” 
During the depression, however, 
the total value of her industrial 
products fell from 7 billions in 
1929 to 3 billions in 1933. Re- 
peated inquiries elicited no posi- 
tive program for recovering the 
lost ground. In general, the busi- 
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ness men I met were devoid of 
ideas on how to restore the region’s 
industrial income beyond the adop- 
tion of more efficient and economi- 
cal methods of production, market- 
ing, and merchandising, i. e., more 
vigorous vendibility. As for scar- 
city vs. plenty, most of them were 
not aware of the issue or not ac- 
customed to think in such terms. 
New England is dotted with 
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cities, stricken long before the de- — 


pression by the exodus of textile 
and 
standard areas (316 mills involv- 
ing 117,000 workers are said to 
have liquidated or left the region 
since 1929), by failure to readapt 
to technical change, by population 
shifts, southern competition, in- 
competent management, the com- 


shoe mills to lower labor 


ing of chain stores, over-cautious — 


conservatism, and the onward 


sweep of economic and social | 


change. 


As a recreational area New Eng- 


land is on the make. It is the vaca- 
tion playground of northeastern 
America. Recreational advertis- 


ing is now a public function in five 
states which have approved an all- — 


New England advertising plan. In 
Vermont alone income from rec- 
reation is more than double the 
value of quarry products. Recrea- 
tion is fundamental to the future 
economy of the region. 
Agriculture in New England is 
small-scale, marginal, little above 
the subsistence level, although to- 
bacco and potatoes are major crops. 
The region’s income from agricul- 
ture in 1933 was about 225 million 
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dollars. The farmers I met along 
the way were critical of federal 
spending and crop control in prin- 
ciple, but quite willing to accept 
subsidies and relief. They re- 
garded the western states farm pro- 
gram as “crazy.” The agricul- 
tural committee of the New Eng- 
land Council reports that the AAA 
program has been beneficial as an 
emergency relief measure, but 
‘doubts its value as a permanent and 
continuing policy. The program is 
said to have served an educational 
purpose; the operation of market- 
ing agreements in the dairy indus- 
try is considered to have been of 
‘real value; likewise it is accepted 
that the retirement of sub-marginal 
lands should be continued as part 
of a permanent program. 

The best hope for new ideas is 
in the colleges and among the 
young people between 19 and 29 
who have come of age during the 
depression and who naturally re- 

, fuse quietly to acquiesce in the fact 
‘that the world offers them no 
opportunities. 
Most of the New England col- 
leges have liberal clubs or groups 
for the discussion of public prob- 
‘lems. There is a lively interest 
in public affairs among the student 
bodies. The Dartmouth Forum, 
the annual Wesleyan parley, the 
Social Problems Club of Yale, and 
the collegiate LID chapters will 
be studying the aims and purposes 
of ESPA during the coming college 
ipyear. 


The 


labor leaders ay, 5 whom 


ra talked were strong for the main- 


tenance of minimum labor stand- 
ards, for the Walsh bill relating to 
government contracts, and for a 
constitutional amendment to give 
the federal government power over 
intrastate commerce. But they 
were against the processing tax in 
the belief it is forcing mills to re- 
duce wages and transferring pur- 
chasing power from New England 
textile workers to southern land- 
lords who are not sharing it with 
tenant farmers and share-croppers. 
Workers in Rhode Island voted for 
Risk partly on this ground. They 
approved of the limitation of ma- 
chine hours in the cotton textile 
industry, but were against crop 
control. In general, they were 
strong for volume output at low 
prices as the way to higher living 
standards. They pointed with 
satisfaction to the new industrial 
legislation recently passed in Mass- 
achusetts and Connecticut. 

For the most part, the New Eng- 
land press is hostile to the New 
Deal, the NRA, AAA, and a con- 
stitutional amendment, reflecting 
conservative business opinion. 

The New England mind, as I 
observed it in action this summer, 
is independent, self-reliant, thrifty, 
conservative, often reactionary. 
Steeped in traditions of liberty and 
individualism, conscious of its his- 
torical past, mellowed by three 
centuries of simple living, her 
people are naturally hostile to 
change and attached to old habits 
of thought and action. The typi- 
cal New Englander thinks his tra- 
ditions and institutions are as 
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eternal as the White Mountains. 
Change is uncongenial to him. 

The business leaders object to 
the growing centralization 
power in the federal government. 
They object to much of the spe- 
cific power sought in the firm be- 
lief that it portends destruction of 
the very means by which the de- 
sired objectives are to be accom- 
plished. They are strongly op- 
posed to huge federal spending, 
“currency tinkering,” governmen- 
tal interference with business and 
“natural laws,” and the enactment 
of legislation of dubious validity. 
They believe that what was good 
in the NIRA will be retained as 
permanent policy on a voluntary 
basis. [hey were relieved when 
the Supreme Court ‘“‘schechtered” 
the NRA, thus recurring a threat 
of increased centralized power. 
They object to social experimenta- 
tion and the rapid reorganization 
of our social structure. They de- 
plore the expansive and centripetal 
tendencies of the AAA. 

New England business men are 
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drifting along without a positive 
economic program in the devout 
hope that President Roosevelt will 
be defeated next year. In this event, 
they think their troubles will be 
solved. ‘The business community 
is in such a high state of emotional 
tension over the entire New Deal 
that it is unable to think rationally 
about its own problems. New 
England is probably lost to the 
New Deal. 
program left of the New Deal. 

New England is in the grip of 
forces beyond its control. But it 
clings tenaciously to the old ideas 
of laissez faire and self-help, re- 
jecting national policies designed to 
cope with national problems. 

So far as there is a positive pro- 
gram, it calls for sound money, 
economy in local government to re- 
duce the tax burden on industry 
and real estate, and the slow adjust- 
ment of human behavior to a 
changing world through the enact- 
ment of laws within constitutional 
limits. By and large, New Eng- 
landers want to be left alone. 


If so, it is lost to any — 


-s 
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Miscellany 


In creating the Consumers’ 
Agencies within the National 
Emergency Council and the Na- 
tional Recovery Administration, 
the President of the United States 
declared: 

- “A Consumers’ Division is here- 
_ by established within the National 
~ Recovery Administration, the 
function and purpose of which 
Division shall be to stimulate in- 
terest in the problems of the 
consumer, to review public policy 
in so far as it related to the con- 
sumer, and in general to suggest 
ways and means to promote larger 
and more economical production 
of useful goods and facilitate the 
maintenance and betterment of the 
American standard of living.” 
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“The National Economic and 
Social Planning Association is 
committed to a single easily under- 
stood objective: 

“The fullest possible utilization 
of the productive resources of the 
United States in order to give the 
_ American people the highest possi- 

ble material and cultural standard 
of living.” 


Name Semen N 
There is lodged with the Direc- 


tor General of the International 
Labor Office, Geneva, a resolution 
which invites that office to make a 
study of economic planning in its 
international aspects. The resolu- 
tion was introduced in the June, 
1935, session of the International 


Tracy, President of the Interna- 


abour Conference by Dan W.. - 


tional Brotherhood of Electrical 
Workers, a member of the Ameri- 
can delegation. 
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The resolution follows— 

“Whereas the report of the di- 
rector to the nineteenth session of 
the International Labour Confer- 
ence has drawn attention to the 
widespread effort to shape the 
structure and course of economic 
life in order to achieve higher liv- 
ing standards for the mass of the 
people; 

“Whereas such efforts of con- 
scious collective control tend to 
have a special influence upon the 
general conditions of the workers’ 
life, such as employment, earnings, 
purchasing power and the distri- 
bution of income; 

‘(Whereas the same report indi- 
cates that national economic meas- 
ures may be framed without regard 
to their international repercussions 
and thus may tend to affect the ef- 
fort towards international agree- 
ment in setting labor standards; 

“The conference requests the 
governing body to instruct the In- 
ternational Labour Office to di- 
rect its attention to measures in- 
tended to give social guidance to 
industrial development and _ par- 
ticularly their international as- 
pects; 

“To study those industries serv- 
ing the vital needs of the people, 
which by reason of under-consump- 
tion of their products are espe- 
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cially exposed to the stress of world 
competition ; 

“In the light of the experience of 
the various countries, to examine 
measures tending to reinforce ef- 
fective demand, thereby increasing 
economic activity and employment 
throughout the world, and to re- 
port to the governing body and the 
International Labour Conference 
on such measures and findings in 
these fields as may seem to be of 
outstanding importance from the 
point of view of social progress.” 
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The Secretary-General of the 
International Labour Conference 
made comment on this declara- 
tion— 

“Then an unusual number of 
suggestions have been made with 
regard to the research work of the 
office. I referred to most of them, 
I think, in replying to the general 
discussion; but they were really all 
summed up in the proposal made 
by Mr. Tracy for the more inten- 
sive study ‘of measures to rein- 
force effective demand, thereby in- 
creasing economic activity -and 
employment.’ That, I believe, is 
really a summary of the research 
work which the office has before 
It. 

Ni Danks 

I. F. Daily, an economic writer 
of Ventnor, N. J., has sent a com- 
mentary upon the need of a Na- 
tional Bureau for the orderly trans- 
fer of labor and capital from over- 
worked businesses to the underde- 
veloped industries. Mr. Daily 
says— 
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“A hundred years ago the 
United States committed itself to 
a protectionist policy for the pur- 
pose of fostering its infant indus- 
tries, and making itself, as far as 
possible, self contained, and 
superior to the interruption of es- 
sential services, either of import or 
export. The tariff imposed in 
furthering this policy restricted the 
import of goods, and by the same 
token restricted the export up to 
the point where goods could be paid © 
for by incoming goods. This fact 
was ignored in the war, and for- 
eign nations were allowed to con- 
tract for huge shipments of goods — 
for which there was no possibility 
of payment. These shipments were 
not treated as our contribution to 
the war, but were treated as live 
assets, and evidence of their exis- 
tence as live assets was taken by | 
the United States in the form of 
foreign bonds, and ledger entries 
on foreign books to our credit. 
This created the illusion of doing 
an enormous foreign business, 
which collapsed when it became 
finally apparent that such business 
could not be paid for. In the 
meantime our industries had been 
expanded to take care of this busi- 
ness, as if it were normal and con- 
tinuing. When these industries 
were suddenly forced to curtail 
their operations in line with the 
domestic or true market, the re- 
lease of capital and labor was too 
great to be digested in the usual 
way. That is, to keep the balance 
in the exchange of services, it is 
necessary that the release should b 
gradual and over a term of years. 
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In this manner the diversity of in- 
dustry is increased. ‘The present 
situation may be described as one 
of industrial indigestion, and re- 
covery lies in the direction of re- 
establishing the balance in the ex- 
‘change of services. This can best 
be attained by an intelligent study 
of the physical saturation points of 
the different industries, and by pro- 
vision being made for the orderly 
“transfer of labor and capital from 
the overworked businesses to the 
under developed industries. This 
would call for the establishment of 
a National Bureau elected by busi- 
ness itself, or, if this fails, appointed 
_ by the State.” 
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An attractive bulletin of the 
University of Illinois sponsored by 
Karl B. Lohmann, Professor of 
“Landscape Architecture—is_ en- 
‘titled “A Community-Planning 
Primer for Illinois.” 

Sa eS 
The Board of ‘Trustees an- 
nounces the selection of Dr. George 
B. Galloway as representative in 
the field for the National Economic 
and Social Planning Association. 


(TAN A 
Dr. Galloway is the author of 
the recent Harper’s publication— 


‘National Economic Planning un- 
der Codes.”’ He has recently made 


Dr. Lewis L. Lorwin, Chairman 
of ESPA, has contacted the Bu- 
reau D’Etudes Sociales, Brussels. 
This agency has completed a study 
known as the “Plan Du Travail”. 
Arrangements have been made be- 
tween the offices of ESPA and the 
Bureau D’Etudes Sociales to keep 
in communication. 
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George Soule, Vice Chairman of 
ESPA, sailed in September for a 
tour of Europe including Soviet 
Russia. Mr. Soule has made ar- 
rangements to meet Chairman Lor- 
win in Geneva for conferences rela- 
tive to policies of ESPA. Dr. 
Lorwin is now in Russia as Eco- 
nomic Advisor for International 
Labor Office. 
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The National Advisory Council 
on Radio in Education announces 
Series Twelve: PLANNING. These 
are to begin on October 1, 1935, 
and extend through to January 
28, 1936. The program is as 
follows: 

October 1 


A PLAN FOR THE NATION 
Freperic A.. DeLaNno, Chairman, 
Advisory Committee, National 
Resources Committee; President, 
American Planning & Civic 
Association. 


October 8 


LIMITATIONS OF PLANNING 


Davw P. Barrows, Professor of 


- : Political Science, and former 
at Beery’ tour of New Englan d President, University of Cali- 
during which he has talked with Pate 

scores of economists, public off- October 15 


-cials, engineers and other key per- 
sons relative to the state of that 
_ region. : 


Tue Best User or THE LAND 
M. L. Witson, Assistant Secretary 
of Agriculture. 
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October 22 


THE Economic VALUE OF 
AMERICAN SCENERY 
Horace M. AtsricHT, former Di- 
rector, National Park Service; 
Vice-President, American Plan- 
ning and Civic Association. 


October 29 


Heap WarTEeRS AND LITTLE 
WATERS 
Morris LLEWELLYN Cooke, Admin- 
istrator, Rural Electrification Ad- 


ministration. 
November 5 
A NATIONAL SYSTEM OF TRANS- 
PORTATION 
Tuomas H. MacDonatp, Chief, 


United States Bureau of Public 
Roads. 


November 12 


Wuo Owns Our Roaps? 
HARLEAN JAMES, Executive Secre- 
tary, American Planning and 
Civic Association. 


November 19 


REGIONAL PLANNING—IVA. 
AN EXAMPLE 
Artuur E, Morcan, Chairman, 
Tennessee Valley Authority. 


November 26 


Is Loca GOVERNMENT 
DoomeEp? 

Harotp W. Doops, President, 
Princeton University; President, 
The National Municipal League. 
(This program will come from 
the meeting of the National Mu- 
nicipal League, to be held in 


Providence, R. I, November 
25-26.) 
December 3 
PLANNING AS A MUNICIPAL 
FUNCTION 


Grorce McAneny, President, Re- 
gional Plan Association. 
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December 10 


PLANNING AS A STATE FUNCTION 
ALFRED BETTMAN, President, Amer- 
ican Society of Planning Officials, 


December 17 


Re-LocaTING THE ISOLATED 
SETTLER 
Watter A. RowLanps, Specialist in 
Land Economics, University of 
Wisconsin. 


December 24 


Makino PLtans CoME TRUE 
CuesTER H. Rowe ., Editor, San 
Francisco Chronicle. 


December 31 


Tue Law oF THE ROADSIDE 
FLAVEL SHURTLEFF, Counsel, Amer- 
ican Planning and Civic Asso- 
ciation. 


January 7 
Betrer Housinc THROUGH 
BETTER ZONING 


RosertT D. Koun, Former Director 
of Housing, PWA; former Presi- 


dent, American Institute of 
Architects. 
January 14 + | 
Pusiic RECREATION 
Rosert Moses, Commissioner of 


Parks, New York City; Presi- — 
dent, Long Island State Park — 
Commission; Chairman, New 
York State Council of Parks. 


January 21 
POSSIBILITIES IN TAx TITLE 
LANDS 


FRANK Moore, Counsel, Association 
of Towns of the State of New 


York. 
January 28 


From Acres To Lots 
GorpoN WHITNALL, Member Cali- 
fornia State Planning Board. 
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The Hiatus in| National Planning 


By 
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DAVID CUSHMAN COYLE 


NGINEERING plan- 
ning is simpler than 
social or economic plan- 
ning, and is therefore 
‘more likely to be successfully 
carried through. In the New Deal 
there have been some notable suc- 
cesses, where the procedure hap- 
pened to be unusually simple. The 
more complicated programs have 
been less satisfactory. Further 
study is needed on the technique of 
‘steering a complex social-economic 
plan through the labyrinth from 
desire to fulfillment. 

Soil erosion control is being car- 
ried on with considerable success. 
It has the advantage of the 
engineering form: a clear objec- 
tive, a well developed scientific 
technique, and power to buy or 
persuade an adequate degree of 
popular co-operation. The CCC 
has also been a success, in spite of 
errors in detail. The Administra- 
tion knew what it wanted to do; 
the method of doing it was not 
hard to work out; and the boys 
were on the market for jobs at the 
price offered. Similarly the Rural 
Electrification program appears to 
have good prospects of satisfactory 
‘outcome. Here, however, the 
social and economic factors are 
more complicated, and a special 
planning technique is 
‘Even more in the TVA, special 
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required. — 


precautions are indicated if the 
program is to be steered success- 
fully through. 

Any typical major program. is 
intended to be an embodiment of a 
national policy. National plans in 
this country have generally been of 
the “strategic” or policy type. A 
policy is a decision, adopted by the 
Government and subject to the ap- 
proval of the people, to act in a 
certain direction, toward a speci- 
fied objective. ‘Thus, the protec- 
tive tariff, as submitted to the 
voters, was a simple policy—that 
of taxing imports for the purpose 
of leading the consumer to pay 
high prices for domestic goods. The 
tariff program is an elaborate sec- 
ondary plan for putting the gen- 
eral policy into effect. 

The present Government has as- 
sumed certain general policies: 
Federal responsibility for work 
relief, Federal leadership in social 
security, restoration of business 
prosperity and prevention of a run- 
away boom. ‘These policies have 
been approved in principle by votes 
of the people. ‘The methods of 
translating the general policies into 
action are, however, subject to 
dispute. Most of the programs 
proposed or adopted have lacked 
the happy simplicity of the CCC. 
The validity of the program as a 
true embodiment of the policy is 
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often not axiomatic. The details 
of the program are not calculable 
by simple mathematics. At every 
point a clear and intelligent plan- 
ning technique is called for. 

In the beginning, someone must 
propose, in a general way, the 
adoption of a particular program 
to incarnate the policy or mandate 
under which the Administration 
has been placed by the electorate. 
In a Parliamentary system, the 
proposal comes usually from the 
Administration rather than from 
the Parliament. This Govern- 
ment has for many years been tend- 
ing to an analogous procedure. 
The President usually proposes the 
program. ‘The planning function 
of the President includes prelimi- 
nary evaluation of suggested pro- 
grams, and choice of those which 
he believes can be worked out to a 
satisfactory result. 

The National Planning Board 
was intended to provide an exten- 
sion of the Presidential function of 
program formation. It was to 
have a sensory organ—research— 
and a contemplative organ, the 
Board itself. Having observed 
the state of the nation, and having 
considered the relationships among 
the various factors, it was to press 
the President for action. On his 
other hand, of course, would sit the 
Bureau of the Budget, in the role 
of inhibitory suggestor or “cen- 
sor’. The President himself, sit- 
ting between impulse and inhibi- 
tion, in the role of Will in the old 
psychology, would then decide and 
would go to Congress for the 

“power to act. 
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This conception of a new organ- 
ization of the Presidential function 
was adopted but soon became con- 
fused by the injection of adminis- 
trative officers into the Board. The 
President returned to the less 
definitely organized situation in 
which he receives suggestions from 
numerous official and unofficial 
sources, does most of his own 
mental digestion inside his own > 
head, and then makes up his mind. 
Whether this outcome was for- 
tunate or unfortunate is hard to 
judge. Certainly the President 
should be exposed to suggestions 
from all sorts of unofficial sources. 
As the complexity of the job in- 
creases, however, it may become 
necessary to delegate more defi- 
nitely a part of the function of 
assimilation and clarification. 


By the time a program reaches _ 


the status of a Presidential pro- 
posal, it should be clearly aimed in 


the direction of the desired objec- — 
tive. The degree of detail ought to | 


be a minimum, because each detail - 
adds to the chance of error. Sev- 
eral of Mr. Roosevelt’s proposals 
have been so general in form that 


| 
’ 


they should have been capable of - 
successful organization, yet they 


failed to come out with a happy 
ending. The trouble appears to 
have happened somewhere between 
the White House and the alpha- 
betical organization. Perhaps there 
is a hiatus in the planning process 
that needs to be filled. 

There is a dark no-man’s-land 


across which a program has to 


travel while it is being turned into _ 
an Act of Congress and then into a_ 


. 
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piece of the alphabet. In this dark 
area the program is subject to at- 
tack by its enemies and to perver- 
sion by its friends. “The enemies 


“normally attack in Congress while 


the bill is being drawn. Given the 
practical certainty that a measure 
will pass, the technique of attack is 
to amend the bill so as to remove 
its teeth or else to provide it with a 
self-cancelling attachment. The 


~ self-cancelling device is often used 


y 


on economic measures. For ex- 
ample, the public works measures 
were partly frustrated by provid- 
ing for self-liquidation and for 
lending to municipalities, so as to 
increase the burden of business and 
municipal debts. Economics as she 


is spoke is full of bootstraps, and 


only eternal vigilance can prevent 
each economic measure from being 


equipped with a full set. 


A more subtle danger is that of 
premature contact with experts. 
Sometimes, as with the Social 


“Security Bill, the experts get at 


the program before it goes to Con- 


+ 
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gress; at other times they inter- 
fere with the drafting of the bill or 
with the general planning of the 
‘administrative organization. The 
frustration of the old age pension 
was apparently entirely a case of 
premature expert. Old age pen- 
sions, if they have any national 
purpose, are primarily a device for 
releasing people from fear so that 
they may spend freely. However, 
almost any expert in the operation 
of annuities would naturally set up 
the program with a cumulative 
reserve. The effect is to increase 


- saving instead of reducing it. Thus 


the measure goes into No-Man’s- 
land pointing frontwards and 
comes through pointing — back- 
wards. Such a result seems to in- 
dicate that the planning process is 
discontinuous. When the admin- 
istrative organization is set up and 
planning is resumed, the organiza- 
tion finds itself trying to operate a 
law that fails to point towards the 
objective. 

Planning of operation of a pro- 
gram that has lost its objective is 
naturally a confusing job. In the 
NRA the men often spoke of the 
“hydra”—a situation where each 
problem solved immediately gave 
rise to two worse problems. In the 
PWA, the continual necessity of 
refusing to allot funds where they 
were most needed and of alloting 
funds only where the need was 
least, tainted the intellectual in- 
tegrity of the whole planning 
process. The CWA grew out of 
this difficulty. In the CWA the 
planning deficiencies were purely 
incidental, deriving mainly from 
lack of time, rather than from any 
basic absurdity. 

All human affairs are subject to 
error, and the more complicated or 
unusual the affair, the more errors 
there are likely to be. Emergencies, 
such as the Great War or the 
present crisis, naturally bring forth 
more noticeable mistakes than less 
stirring times. But there may be 
some possibility for improving the 
planning technique so as to reduce 
the percentage of error. The fol- 
lowing tentative suggestions for 
reducing the unplanned gap be- 
tween proposal and administration 
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may be put forward.; as a basis for 
discussion. 

As the young ante Shalpicsse pro- 
posal starts on its journey through 
the dark valley, it ought to be 
guided and defended at every step 
by someone who.can protect it 
from all: dangers. The ideal Cap- 
itol Guide should be first of all a 
man who wants to reach the goal 
toward which the plan is aimed. 
Secondly, he should know enough 
about the goal so that no hostile 
Congressman would be able to at- 
tach a self-defeating clause to the 
program without his knowledge. 
Upon the appearance of any such 
proposal he should be able to point 
out to the friends of the bill the 
location of the: joker, so that it 
could be promptly eliminated. A 
third qualification of equal impor- 
tance is comprehensive ‘disrespect 
for all: the: experts in the subject 
matter of the bill. Any expert is 
a priori to be presumed to know 
how such matters have been done 
before 1929. If he is a distin- 
guished ‘expert he may even have 
invented some of the techniques, 
and he may have a text book on 
sale which he would hate to see 
rendered ‘obsolete. |. The Guide 
should be able to insist that. the 
bill must not be diverted from its 
objective merely to: make it. con- 
form to someone’s established skill. 

Several of the regulatory acts in 
which the danger of frustration 
was mainly of a legal kind; have 
been rather successfully guided by 
fighting lawyers. The technique 
needs to be extended. 

|The difficulty of bonéralling the 
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expert problem has been common 
talkcin’ Washington for the past 
year or more. This is supposed to 
be a New Deal, but from every 
crack in the sroGd wit crawl busi- 
ness experts to advise on business 
problems, financial experts to ad- 
vise on finance, insurance experts 
to advise. on insurance, and even 
economic experts to advise on ‘eco- 


nomics. » Each’ one naturally tends — 


to advise doing just what we have 
always done ‘before, when we were 
riding high, wide and handsome 
into the mouth of hell. Several 
intelligent ' observers. have con- 
tributed suggestions for ameliorat- 
ing this condition.: 

One suggestion is that the liberal 
fighter type should be used, not so 
much for administration and more 
for fighting. Administration tends 
to overload the desk and slow the 
mental processes. 
more good husky fighters could be 


released from all-routine work and | 


If two or three 


allowed to spend'their time learn- _ 


ing to understand the objectives 
and implications of various new 
proposals, they might be useful as 
guides across the dark area. There 
are some jobs. there for.men who 
can fix their eye on the goal and 
fight stubbornly toward it regard- 
less of “practical” considerations 
and irrelevant “facts”. 


Another. suggestion, coming 


from several sources, is that a few, — 


at least of the experts who are 
known to have liberal tendencies 
should be used in fields where they 
have no experience, or where many 
of the problems. fall outside their 
professional line... The use of 
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Morris Cooke in water planning 
and of Dr. Arthur: Morgan in the 
TVA are cases in point. The ex- 
pert often has a good sense of 
scientific method, a keen mind, and 
a wholesome disrespect for other 
experts. Placed in more or less 
unfamiliar surroundings he learns 
quickly, devolves’ the details easily 
upon the subordinate experts ‘in 
that field, and tends to com- 


prehend the larger questions 
intelligently. 

The use of intelligent fighters 
and of displaced experts might 
serve as a partial solution of the 
problem of saving programs from 
emasculation. Other means may 
be developed: by further discussion. 
The subject is still new and ‘un- 
formed, but it is obviously a mat- 


ter that needs attention. 


Planning the New Deal 


By 


R. H. MONTGOMERY 


TAOST of the current abra- 
} ca-dabra about planning 
only adds to the maze of 
confusion. ‘The term is 
used as though there were magic 
in it. By some process of rubbing 
this Aladdin’s lamp we are sud- 
denly to make an end of all our 
aimless wanderings. We will have 
a smoothly functioning economic 
order in which our industries will 
produce to their maximum capac- 
ity, every man will have a: job, all 
business will be profitable, and 
the Philosopher will be King. 
Once more, we will frighten away 
the dragon of depression by all 
together shouting, ““Booh!” 

Let us first understand what it 
is that we are trying to plan. Im- 
mediately it appears that there are 
two quite distinct sorts of planning 
being attempted. One is a matter 
of facts and figures and blue- 
prints. It involves devising the 
best means for building a farm 
home or a city apartment house; 
for preserving the fertility of our 
soil; for building our roads and 
bridges; for employing our power 
resources most advantageously ; for 
using our non-replaceable materi- 
als, such as oil, gas, coal and ores. 
All of these planning functions 
might be characterized as engineer- 
ing jobs. They should be the work 
of the technician. 


The planning of our institu- 
tional order is fundamentally a dif- 
ferent sort of job. Here we have 
to deal with the underlying set of - 
rules by which we live. Civilized 
life in a modern community is pos- 
sible only under a rather compli- 
cated system of generally observed 
rules. When these rules become 
so complicated as to be confusing, 
or so mutually contradictory as to 
be unenforceable, or so onerous to 
large groups of citizens as to be 
unbearable, we perforce do some- 
thing about it. 

Our institutional order is not, 
and has never been a completely — 
and rationally planned structure. 
During the latter half of the Eigh- 
teenth Century the set of rules in” 
the English system of political — 
economy became so complicated, 
and so distasteful to the rapidly 
growing business community, espe- _ 
cially the American Colonies, that 
we rose in revolt and overthrew it 
both in America and in England. 

The political philosophers then 
attempted to formulate the rules 
for a new _ economic-political 
world. Their system has come 
to be known as laissez-faire, or 
free enterprise, or free competition 
depending upon the angle from 
which it is viewed. The argu- 
ments of the proponents of laissez-_ 
faire are too well-known to require 
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restatement here. The end result 
would be the most efficient use of 
our technical, human, and natural 
resources in the production of con- 


‘sumer goods and services; and the 


enjoyment of those goods and ser- 
vices would go to the individual in 
proportion to his contribution in 
producing them. 

The Fathers did not always 
draw their lines with meticulous 


-care, but the bounds of tolerance 


within which the free business 
enterprisers were to function were 
fairly discernible. “These free en- 
terprisers did not always act as we 
had been told they would, nor did 
they always remain on the reser- 
vation set apart for them by Adam 
Smith and Thomas Jefferson. The 
rules and customs and laws and 
procedure of the new order had 
been more or less rationally de- 


fined and described by the Found- 


ers; but the men in the field did 


= 


not always consult the documents. 
Conflicting individual and group 


interests, unexpected shifts in eco- 


nomic and political centers of 
gravity, unheralded changes in 
mechanical techniques, and a thou- 
sand other forces which the Found- 
ers had not contemplated forced 
sporadic and unpredictable shifts 
in the direction of institutional 
development. 

An agricultural economy based 
on free land, human slavery, and 
vast export surpluses; a robust in- 


_dustrialism sweeping across the 


east and on into the northwest; a 


vast expanse of territory contain- 


ing limitless natural resources to 
_ be exploited ; the growth of a most 


e 


curious banking and credit system; 
and the explosive surge of technical 
progress led and drove and shut- 
tled the builders of our order this 
way and that. 

A beneficent system of free com- 
petition unexpectedly degenerated 
into a ruthless use of cutlass and 
belaying pin. Monopoly appeared 
all over the country. A protective 
tariff system spread its devastating 
influence throughout the industrial 
order. The independent farmer, 
“the backbone of the Nation’, be- 
came a serf. ‘The investment 
banker extended his empire over 
more and more of the business 
structure. A patent system, de- 
signed to induce the craftsman to 
improve his products and methods, 
became a devastating blight on our 
industrial processes. . A code of 
social morals, developed in and for 
an era of scarcity, stood over to 
plague us in an era of plenty. The 
monopoly of natural resources, of 
industrial techniques, and _ of 
money and credit became concen- 
trated in the hands of small groups. 
These groups began to exercise a 
considerable influence over our 
political life. Laws, industrial 
practices, social customs and busi- 
ness procedures shifted this way 
and that with every new force that 
impinged upon our swiftly moving 
economic order. 

In some such fashion the eco- 
nomic order which the Eighteenth 
Century formulated in verbal pat- 
terns, became the going concern of 
the Nineteenth. When the Twen- 
tieth Century dawned the “‘simple 
and natural order” of Adam 
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Smith’s essay had become a _ be- 
wildering hodge-podge of astound- 
ing contradictions. During the 
first quarter of that century it 
ceased to be a system. 

We must have a fair measure of 
system in our institutional order 
or we cannot live in organized com- 
munities. When the contradic- 
tions become too ubiquitous and 
too obvious the machinery stalls. 
That is what has just happened to 
us. Now we must plan. 

Planning, in this sense, means 
removing at least some of the con- 
tradictions which have grown up, 
and which are preventing us from 
having what we want. It means 
simplifying the rules of everyday 
life. It means an appreciable shift 
in economic and political power. 
It means trouble. It means Huey 
Longs, and Coughlins, and Sin- 
clairs, and La _ Follettes, and 
Borahs, and ‘Thomases, and 
Townsends, and Talmadges. It 
need not mean Hitlers, and Stal- 
ins, and Mussolinis: It means that 
groups of bitterly dissatisfied citi- 
zens will follow this or that will- 
o’-the-wisp that promises a quick 
way out of the bog. It need not 
mean that we abandon all the 
known trails. 

Any serious attempt at institu- 
tional planning immediately poses 
three questions: Who is to do the 
planning? How is it to be done? 
To what end? The last should be 
answered first, if the planning 
process is to be a rational one. 

The people of the United States 
are becoming increasingly dissatis- 
fied with the manner in which our 


economic order is functioning. 
This dissatisfaction is rarely form- — 
ulated in philosophical terms, or — 
even in logarithmic tables and 
ratios of productive capacities. But 
every tenant farmer knows that we 
are not getting anywhere near all — 
the goods we ought to have; every 
unemployed man who is walkie 
the streets knows the meaning of 
economic insecurity—whether or — 
not he ever heard a learned dis- — 
course on the subject; and every | 
industrial worker who punches a — 
time-clock, who votes the ticket 
straight—under orders, and who | 
has his name signed to a utility tele- 
gram, could tell Jefferson much _ 
about individual liberty. . 

The American people want goods | 
—food, clothing, homes, automo- 
biles. “They want the farms, fac- | 
tories, and mines to run full blast. 
‘They do not intend to sit down and | 
starve merely because we can pro- | 
duce too much. That does not | 
make sense, and we are a sensible 
folk, in spots. 

We want economic security. 
We want to destroy the specter of 
destitute age. We want to know 
that an accident will not mean 
gruelling poverty. We want to. 
throw off the bleak fear of unem-_ 
ployment. We know these things 
can be done. 

We want a chance to work, to 
provide decent lives for ourselves” 
and our families. We want to 
produce more, and to get what we 
produce. We want to know that 
the wealth we create does not go t 
swell the fortunes of some Wall 
Street banker, or munitions manu 
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facturer. Even more we want to 
know that we are not prevented 
from creating wealth, or from en- 
joying the goods which our labor 
might be producing, in order 
to increase the profits of some 
monopolist. 

In addition, we want freedom. 
A vast deal of confusion has been 
recently injected into the issue by 
those who hope to profit by such 
confusion. Freedom is being stoutly 
defended by the freefooters ; liberty 
by the libertines. Regimentation is 
being fiercely assailed by the mar- 
tinets. The battle for freedom 
may be lost—for the moment—to 
its most vociferous defenders. 

The freedom we want is the op- 
portunity to make a free choice in 
the fundamentals: our jobs, our 
‘homes, our religious faiths and 
political affiliations, our ways of 
life and our modes and manners 
of expression. Jefferson said, ~0 
much liberty as the individual may 
exercise without infringing upon a 
like liberty of others.” 

These, then, are the things we 
want. We know they can be had. 
We intend to have them. This 
must be the goal of any national 
planning worthy of the name. 

This sort of planning is a job for 
the philosophers. But in a demo- 
cratic society every man is a philos- 
opher. This is a job in which every 
citizen has a part. © Those who 
have special skill in such things, 
and those who have had excep- 
tional training for the task should 
contribute most. But in a free 
‘community the ultimate decision 
must rest with the community. ~ 


In our particular form of de- 
mocracy the primary responsibility 
rests with Congress. As originally 
conceived the President’s Cabinet 
was to be a national planning 
board. Its plans were to be sub- 
mitted to Congress, from time to 
time, by the President. That fic- 
tion is still maintained and, in fact, 
still has some substance. The 
President does submit proposals to 
Congress. But so may any other 
individual, or group, who has 
enough popular support to compel 
attention. Ultimately the people 
at the ballot box will pass upon the 
adequacy of such proposals. “The 
one unalienable right of a free 
people is the right to amend or 
abolish any institution, social, eco- 
nomic, or political, when they 
think it necessary; and to substi- 
tute another when they think it 
advisable.” 

Many individuals and groups, 
some selfish perhaps, are today 
presenting proposals, suggesting 
changes in the rules, submitting 
plans. There is much confusion. 
We see rather clearly what we 
want. We do not see so clearly 
how it is to be attained. We shall 
doubtless try many plans. We 
shall lose much time, and waste a 
great deal of good effort. The 
democratic procedure is awkward, 
slow and wasteful. But it is by far 
the best that we know how to use. 
We shall probably continue to use 
it. This is how our planning is to © 
be done. 

The planning we shall do for 
the predictable future will con- 
tinue to be a matter of trial and 
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error. But as we proceed certain 
shadowy boundary lines are begin- 
ning to appear. “There are many 
institutions, rules of conduct, 
habits of procedure, customs of the 
community which are exhibiting a 
surprising vigor in the face of 
sharp attack, and in spite of pro- 
found discontent. These are the 
bone and sinew of the old order 
which must be salvaged. They 
represent the quiet but invincible 
flow of our culture stream. They 
set the limits beyond which new 
plans cannot possibly go. While 
they cannot all be conclusively de- 
lineated—as yet—the following 
are clearly visible: 

1. The prime function of our 
industrial system is to produce 
goods and services, and to dis- 
tribute them to as many people as 
possible. 

2. The individual’s share in 
these goods and services should be 
determined by his efforts in pro- 
ducing them, unless he is physically 
or mentally unable to do produc- 
tive work, or unless he is specific- 
ally exempted from such work by 
the group. 

3. Our society should provide 
as much freedom of action for the 
individual—as much _liberty—as 
possible. 

4. Private monopoly is against 
public policy, and in the produc- 
tion or distribution of any in- 
dispensable good or service it can- 
not be tolerated in a democracy. 

5. Equality of opportunity in 
securing the essentials of life, such 
as health, education, and economic 
income, must be provided for all. 


6. The allocation of functions 
between our various Govern- 
mental units should recognize two 
basic propositions: (1) in a democ- 
racy Governmental powers should 
be as close to the citizen as is 
practicable; (2) Governmental 
functions should be performed by 
that agency, local, regional, or na- 
tional, which can best perform the 
function. 

7. The people should perform 
through Governmental agencies 
those functions which can be per- 
formed in that way more satisfac- 
torily than through private busi- 
ness units. 

In addition to caution concern- 
ing the strength of the walls about 
the area we are to plan, the plan- 
ners may well be advised on two 
points. The job of planning our 
institutional order will never be 
finished until we are all dead. A 
living society must be continually 
at the job. Every major change in © 
a technique must be accompanied 
by a change in the rules to permit — 
that technique to be used. The 
customs of the old Conestoga 
freighters are quite inadequate for 
a rail transportation system: The 
rules of the pony express do not 
apply to the radio. Jefferson spent 
his last years vainly trying to 
induce the new generation to re- 
write the rules which his genera- 
tion had written for its own day. 

Provision must be made for 
easier and more rapid changes in 
our institutions. A more leisurely — 
process was adequate for the day — 
of slow changing techniques. 
Today our mechanical processes 
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change with bewildering speed. 
Any device for retarding institu- 
tional change is dangerous. The 
mental inertia of a hundred and 
twenty-five million people is ade- 
quate safeguard against too sudden 
or too extensive changes. 

Second, the institutional plan- 
ners should do their job in such a 
way as to avoid all but a minimum 
of the other sort of planning. Engi- 
‘neering planning on a _ national 
scale involves excessive compulsion 
for the individual. Most Ameri- 
cans still resent any unaccustomed 
compulsion. One of the prime 
objects of institutional planning is 
to devise a set of rules under which 
the individual will do what he 
should without being conscious of 
any such compulsion. For instance, 
if we should decide that our in- 
_dustries ought to be distributed 
about the country, we can arrange 
freight rates, tax schedules, and 
public highways in such a pattern 
, as to induce the industrialist to 


establish his plant in the small 
town. That would be a more satis- 
factory procedure than planning 
the proper location for each indus- 
try, and then attempting to compel 
each enterpriser to take his allotted 
place in the picture. 

It is no argument to say that we 
are not prepared for the job of 
establishing a rationally planned 
institutional order. We do not 
have the essential data for intelli- 
gent planning. We do not have a 
sufficient number of adequately 
trained, unselfish leaders. We are 
fettered by the bonds of all our 


yesterdays. All that is true. 
Nevertheless, the job must be 
done. The machine has stalled; 


we must get it going. 

If it be any consolation to us, 
no group has ever been entirely 
prepared for the task of rebuilding 
a crumbling institutional order. 
One may read Jefferson’s profound 
essays on the inadequacy of his 
generation—and take heart. 
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Production Studies 


An Interview with 


HAROLD LOEB 
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UESTION: Mr. Loeb, 


we should be interested 


: in regard to the relation 
of the Potential Product Capacity 
study to the studies of a similar 
kind. 

Mr. Loeb: After the financial 
panic of 1929 and the subsequent 
increased non-production of wealth, 
productive capacity received a 
great deal of publicity and many 
guesses were made in regard to 
what we would have if we should 
run our plant at the rate for which 
it was designed. 

Howard Scott startled the coun- 
try by asserting we could have an 
income of $20,000 a year. He 
gave no explanation in regard to 
how this income could be spent 
without saving, and without being 
able to exchange dollars for ‘‘ob- 
jects d’art” and other rare things 
(objects intrinsically scarce cannot 
be appreciably increased and if they 
should be increased would no 
longer be rare and therefore valu- 
able. And there would be no 
motive for individual saving, if our 
productive plan were operated 
consistently and a large income 
thereby assured for everybody.) 

Later a group of engineers, econ- 
omists, etc., under the chairman- 
ship of Harlow Person, compiled 
a volume of guesses or opinions on 


this subject. The consensus of 
opinion was that we could in- 
crease the production of goods by 
some 80 to 90 per cent. 

In 1934, after the National Sur- 
vey of Potential Product Capacity 
had been established, Brookings 
Institution published ‘America’s 
Capacity to Produce.” the first 
serious study of this problem. 
Brookings had attempted to dis- 
cover the ‘practical capacity” of 
our productive plant within the 
limitations inherent in our current 
or capitalist economic system. Now 
the basic limitation on production 
in the capitalistic system is the rule 
that no wealth (except certain, in- 
consequential items) will be pro- 
duced that cannot be exchanged at 
a profit for money. ‘This of course 
is the taboo of which we have been 
speaking and which need not be 
further discussed since it is uni- 
versally admitted and accepted. 
Since producers naturally produce 
all they can sell, practical capacity, 
if this limitation be accepted, is 
identical with actual production. 
Consequently if consistent reason- 
ing had been exercised Brookings 
would have had their answer be- 
fore they began their work. And 
the answer would have been zero. 
The American people in 1929, as 
well as in every other year, pro- 
duced all they could produce 
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within the limitations of their eco- 
nomic system. 

But Brookings was not satisfied 
so easily. Having in mind the fact 
that every specific piece of ma- 
chinery has a theoretical capacity 
and a practical capacity, they at- 
tempted to average the total of 
practical capacities after modifying 
the legitimate limitations (time 
out for maintenance and repairs, 
break downs, etc.) by irrelevant 
factors deriving from the taboo. 
Thus we find that the seasonal na- 
ture of buying is considered a limi- 
tation on our capacity to fabricate 
automobiles, and that the custom 
of running Northern textile mills 
for only eight or ten hours a day is 
adjudged a limitation on our ca- 
pacity to produce textiles. 

As a matter of fact neither one 
nor the other pertain to the phys- 


ical world, with which an engineer- 


ing study must concern itself, but 
are due solely to a lack of buying 


‘power on the part of the consum- 
ers, which is another matter en- 


tirely. Buying power consists ot 
money in the possession of the 
potential consumer. It has little 
or nothing to do with the physical 


world but is part of our institu- 
- tional 


set-up, and is governed 
by conventions of a traditional 
character. 


Brookings the 


mixed two 


worlds, ignoring this distinction, 
and came out—after a study not- 


able for its painstaking research 
and fine scholarship—with the an- 


‘swer that we could in 1929 have 


produced 19 per cent more goods 
and services than we did produce, 


if we had in 1929 produced 19 per 
cent more goods and services than 
we could have produced. 

Obviously the answer is not very 
enlightening. However, the prac- 
tical capacity of specific plants is a 
limiting factor on product capacity 
—if one chooses to accept the limi- 
tations of the existing plant—and 
Brookings’ study of these specific 
capacities gives valuable informa- 
tion to students of the larger 
subject. 


Question: What do you mean 
by potential product capacity? 

Mr. Loeb: Potential product 
capacity is the desired goods and 
services which could be produced 
by using the available raw ma- 
terials, the existing equipment and 
knowledge and the customary la- 
bor forces to satisfy the needs and 
reasonable wants of the American 
people. 


Question: Isn’t that quite a 
large order? 
Mr. Loeb: No, if you get the 


right view of wealth. Wealth is 
still thought of as something static, 
like gold, instead of being recog- 
nized as a flow of goods and ser- 
vices. Let us suppose we desire 
to discover General Motors’ ca- 
pacity to produce automobiles. We 
would not estimate the capacity of 
our iron mines, our blast furnaces, 
our steel mills, our glass foundries, 
our rubber manufacturing, or car- 
buretor factories, our assembly 
plant, etc., put the various answers 
in the form of percentages and take 
the average of the lot. We could 
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perform this operation and it 
would not tell us how many motor 
cars General Motors could turn 
out. Instead we would first choose 
the ‘bottleneck’? — that process 
which seemed to limit the produc- 
tion of cars—estimate its capacity 
and then check through all other 
processes to discover if any limita- 
tion of production other than the 
one we had picked existed. If no 
other limitation could be found, if 
enough men were available to per- 
form the operations required to 
keep the bottleneck process operat- 
ing at full speed, enough steel, 
enough tires and all the other ma- 
terials and mechanisms that go into 
a car, we study the bottleneck. It 
might be the assembly plant itself 
or it might be the factory assigned 
to making one of the most impor- 
tant parts. 


Question: That is very inter- 
esting, Mr. Loeb, and simplifies 
the problem. Can you apply this 
method to our total economy? 

Mr. Loeb: Man-power seems 
to be the logical limitation or bot- 
tleneck in our society. Society has 
not yet learned how to control its 
production of human beings, but if 
we had accepted man-power as the 
limiting factor in production, we 
would have obtained a fantastic 
answer. 


Question: We don’t see why. 

_ Mr. Loeb: Fifty to eighty mil- 
lion men and women could by us- 
ing modern technology produce 
wealth for themselves beyond any 
conceivable capacity to consume, 


AGE 


but in order to utilize our full 
man-power in the most effective 
fashion, we would have to alter the 
life ways of 90 to 95 per cent of our 
population. Therefore, instead of 
choosing man-power as our bottle- 
neck we chose the existing equip- 
ment and productive methods of 
the inhabitants of the United 
States. With the bottleneck given, 
we proceed to list all available re- 
sources, raw material, power 
sources and labor and then sought 
to trace the various materials 
through their various processes, 
checking at each step to discover 
whether or not the installed equip- 
ment was adequate to perform the 
task required of it and thus to ap- 
proach gradually a list of consumer 
goods and services which the Amer- 
ican people might enjoy if they 
could take full advantage of their 
ability to produce. 


Question: What did you find? 

Mr. Loeb: Well, we put down 
the quantity produced in 1929, the 
year of maximum production; sec- 
ondly, we put down the quantity 
which this same equipment could 
have turned out if it had been 
operated at full capacity; thirdly, 
we sought to discover the quantity 
which the American people would 
have consumed if they could have 
consumed what they would like to” 
have consumed. 
3 ¥ 
Question: Did you set up a 
standard of life? % 

Mr. Loeb: Yes, in this study 
we did. We called it the budget. 
I can not go into a full description 
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of this budget, but we tried to be 
consistent throughout. For in- 
stance when we came to consider- 
ing a food item, we based our esti- 
mates upon a pamphlet issued by 
the U. S. Department of Agricul- 
ture known as “Diets at Four 
Levels of Nutritive Control and 
Cost” and we chose the diet known 
as the ‘Liberal Diet.” In the case 
of clothing the National Survey 
’ was governed by custom. In the 
case of housing we ascertained that 
everyone would like to have the use 
of a room and a half on the aver- 
age. Less than this would prevent 
privacy. It came about, therefore, 
that we set down the figure of ap- 
proximately 96 billion dollars as 
the production value of all consum- 
ers’ goods in 1929, and we raised 
this actual figure of the high point 
of 1929 to approximately $135,- 
000,000,000 as the budget value to 


meet consumers’ needs. 


Question: Thus you are laying 
stress upon purchasing power? 
Mr. Loeb: Well, I suppose we 
are. For instance, we discovered 
actual production is short of 
budgeted needs in several impor- 
tant categories. For example, in 
1929, we lacked 77,000,000,000 
pounds of milk, 7,000,000,000 
pounds of vegetables, 20,000,000,- 
000 pounds of fruit and 2,000,- 
000,000 pounds of beef. These 
deficiencies were due neither to the 
unfertility of soil and climate nor 
to the lack of enterprise of farmers, 


but because people lacked money to. 


pay for more of them. 


Question: How do you know 
the people lacked the money? 

Mr. Loeb: This is indicated by 
our excess production of potatoes, 
pork and other items which were 
bought on account of their relative 
cheapness and by our surplus pro- 
duction of tobacco, cotton, corn 
and other items which were sold on 
foreign markets. 


Question: Did you undertake 
to apply your yardstick, the budget, 
to each family? 

Mr. Loeb: Yes, we did. We 
discovered after we had worked 
out this budget on a reasonable and 
sensible basis that each family of 
four persons should have $4,370 a 
year. This figure of $4,370 is not 
only a minimum which would be 
largly exceeded but has another 
feature of considerable importance. 
The above income must be allowed 
every family. Therefore, under our 
reasoning, they must be given ev- 
erybody or they will not be con- 
sumed. Going further, you can 
unevenly distribute dollars by giv- 
ing one man $2 and another man 
$2,000,000,000, but you can not 
mal-distribute abundance. ‘There 
is just one way to doit. This fact 
is not generally realized. It is of 
crucial importance since it means 
that if the United States should 
choose to create abundance, which 
technically it can easily do, there 
would be no question in regard to 
its sharing. The dividing of it can 
be governed by one principle—give 
to each that which he needs. 


Legislative Planning in Colorado. 
By | . 
ANGUS M. LAIRD 


TIN INTERESTING experi- sion of the General Assembly had 
ment in legislative plan- made provisions for official interim 
ning is being conducted committees to consider state -prob- 
in Colorado. Asin other lems, an arrangement was worked ~ 
states, recent sessions of the Colo- out by which the Foundation 
rado law-making body have been studies were to be made in connec- 
severely criticized by the press and tion with the committees to be set 
a large part of the population for up by the committee on interim 
lack of achievement, a recent ‘ses- committees, a creature of ihe leas: 
sion, for example, being dubbed the __ lative body. 
“Twiddling Twenty - Ninth’. During the summer an agree- 
Whether the criticism was justified ment was made to cooperate with 
or not, it was probably responsible the American Legislators’ Associa- 
for the creation of a legislative tion in calling a three-day pre-ses- 
committee on interim committees sion Conference of members of the 
to plan for the session meeting in General: Assembly in Denver one 
January 1934. month prior to the regular session 
It is doubtful, however, if the in January. The Association had 
eight interim committees set up by organized pre-session conferences 
the parent committee would have of the legislature in four other 
been very active had not other _ states in the last two years, but the 
agencies been interested in planning situation in Colorado was unique — 
for the session.” Early in 1934, the in that it was decided to develop 
Foundation for the Advancement the program around the reports of 
of the Social Sciences of the Uni- interim committees set up to plan 
versity of Denver made plans for a for a regular session of the legisla- 
survey of the State government of tive body. 
Colorado, and expected to name The interim committee on com- 
committees of prominent private mittees was composed of the Gov- 
citizens to serve as advisors to the ernor, the Lieutenant Governor, 
research staff to be established for the Speaker of the House, and one 
the project. The citizen commit- member of each House. This par-— 
tees were also expected to help ent committee was instructed to. 
secure consideration by the Legisla- name other interim committees, 
ture of any recommendations that composed of legislators and laymen, 
might be made. However, when to study specific state problems and 
it was discovered that the last ses- report with recommendations t 
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the: next session of - the General 
Assembly. Accordingly, commit- 
tees on revenue‘and taxation, social 
legislation, penal and reformatory 
problems, transportation, county 


_ government, public schools, higher 


educational. institutions and legis- 
lative reform were provided for 
and; prominent citizens, none of 
whom were candidates for the next 


“legislature, were asked to serve as 


chairmen. The chairmen selected 
for each committee was authorized 
to complete the membership of his 
group. Only one committee, the 
one on county government, had 
been fully organized at the time 
preliminary plans. for the. pre- 
session conference were being 
worked out in October. The fact 
that no. appropriation was. made 
available for the work of these com- 
mittees may account for the delay 
in their organization and the later 
inactivity of several of them, al- 
, though interim committees of legis- 
-lators and private citizens, even 
when properly financed, are open 
to objections as a technique of legis- 
lative planning. 

The research staff organized by 
the Foundation for the Advance- 
ment of the Social Sciences and 
known as the Legislative Planning 
Service, offered its services to all 
of the interim committees, although 
“it was primarily authorized to 
make studies in the field of social 
problems. Its studies of social in- 
surance, including unemployment, 
old age and health insurance, were 


particularly helpful to the commit-_ 


tee on social legislation. 
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Invitations to the legislators. for 
the pre-session conference_were is- 
sued-in the name of the American 
Legislators’ Association, the Foun- 
dation for the Advancement of the 
Social Sciences, the Legislative 
Planning Service and the Legisla- 
tive Reference Office of the State 
of Colorado. The: conference met 
in the House chamber of the State 
Capitol oni Monday, Tuesday and 
Wednesday. Eighty-five of the 
one’ hundred ‘members of © the 
Assembly were registered and most 
of them were present at every ses- 
sion of the conference. Governor 
Ed C. Johnson and, Lieutenant 
Governor Ray H. Talbot took 
turns in presiding and introducing 
speakers on the program. 

The conference opened Monday 
morning with a discussion of Fed- 
eral-State relationships. In the 
afternoon the conference heard a 
report from the chairman: of the 
State Planning Board and took up 
the problem of legislative reform. 
Dr. Frederick H. Guild discussed 
the work of the Kansas Legislative 
Council, of which he is the direc- 
tor, and Professor F. D. Bram- 
hall, of the University of Colo- 
wadc, gave a tentative report for 
the interim committee on legisla- 
tive reform, suggesting a number 
of changes in House and Senate 
rules and the establishment of one 
or more joint committees as an 
experiment. 

In the morning and afternoon 
sessions on Tuesday and Wednes- 
day, the conference heard reports 
from the chairmen of several in- 
terim committees. “Tuesday eve- 
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ning the interim committees held 
meetings in the State House to 
which the public was invited to at- 
tend and to express views. 

The committee reports were 
limited to twenty minutes, thus 
making it possible to give consid- 
erable time to discussion from the 
floor. Only members of the Gen- 
eral Assembly and invited speakers 
were permitted to participate in 
the discussion. The committee on 
county government presented a 
well-prepared report with recom- 
mendations concerning consolida- 
tion and reorganization of county 
government, including a recom- 
mendation that the State take over 
a number of county functions, in- 
cluding the construction and main- 
tenance of all highways. 

It is too early to observe the re- 
sults of the conference and the 
planning program upon the legis- 
lative product of the 1935 regular 
session. A few observations may 
be made, however. The large at- 
tendance and the earnest and seri- 
ous discussion of committee reports 
and recommendations show that 
legislators will respond to a care- 
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fully planned program when pre- 
sented under the proper auspices. 
Legislators were given a picture 
of the grave state problems they 
would be confronted with in the 
regular session and thus afforded 
an opportunity for study and con- 
sideration of their legislative tasks 
in advance of the meeting of the 
General Assembly in January. 
The special committees were stim- 
ulated to action and their final re- 
ports and recommendations were 
probably more complete and com- 
prehensive, and more in conform- 
ity with the wishes of the legis- 
lators than would otherwise have 
been possible. While it is improb- 
able that the Colorado experiment 
will become permanent, the experi- 
ence should be helpful in the de- 
velopment of an accepted tech- 
nique of legislative planning. A 
system or method of planning for 
legislative sessions appears to be 
essential to the continuation of 
representative government in our 
states, and the Colorado proceed- 
ings is one of the rather numerous 
evidences of a general movement 
in that direction. 
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Miscellany 


A new series of releases from 
the National Resources Commit- 
tee make extensive contribution to 
plan literature. Each release ap- 
pears in two parts. ‘The first is 
the usual newspaper announce- 
ment carrying the incisive story. 
The second part is made up of ex- 
“tensive data taken from studies 
made by the National Resource 
Board within the given field. 


JRO RTE 


The release No. 1, dated Octo- 
ber 16, 1935, deals with population 
studies. The gist of these studies is 
contained in the following—“The 
United States can look forward to 
having a stable population in 25 

years with twice as many of its 
citizens over sixty years of age as 
_ there are now.” 


Bee “A 


The release No. 2, dated Octo- 
ber 24, 1935, has to do with elec- 
trical power problems. The data 
was summarized from State Plan- 
ning reports—‘“The report. indi- 
cates that the States recognize a 
dual problem: (1) The necessity 
of developing sources of electric 
power that can be sold at low rates, 
in regions where it is lacking; (2) 
The need for developing outlets 
for large supplies of such power 


| where it does exist or will in the 


future.” 


The release No. 3, dated Octo- 
ber 28, 1935, deals with recreation 
planning. The National Resource 
Committee believes that the field 
of recreation will take up employ- 
ment slack. 
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The release No. 4, dated Octo- 
ber 29, 1935, deals with transpor- 


tation. “The Committee fears an 
“oversupply” of transportation 
facilities. It states that State 


groups are studying the possibility 
of eliminating duplicate facilities 
and consequent evils which “result 
in idle equipment, cut-throat com- 
petition, and ultimately, bank- 
ruptcy and unsatisfactory trans- 
portation service.” 


Ng Ses 


A new Planning Group has been 
formed in Great Britain. It desig- 
nates itself as “Engineers’ Study 
Group in Economics.” ‘The ad- 
dress is—Hazlitt House, South- 
ampton Building, Chancery Lane, 
London, W.C.2. 


Ape Ag A 


The Plan Age is indebted to the 
Engineers’ Study Group on Eco- 
nomics for a valuable list of 
planning groups throughout the 
world. It is as follows— 
Engineers’ Study Group on Economics, 


Hazlitt House, 
Southampton Building, 
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Chancery Lane, 

London, W.C.2, England. 

U. S. A—National Economics and 
Social Planning Association, 726 
Jackson Place, Washington, D. C. 

The Continental Committee on 
Technocracy, 70 Fifth Avenue, New 
York City, N. Y. 

Mexico—Institute de Investigaciones 
Economicas y Sociales P. N. R, 
Mexico, D. F., Mexico. 

Belgium—Bureau d’Etudes Sociales de 
Parti Ouvrier Belge, 2-4 re de la 
Presse, Bruxelles. 

Italy—R. Universita di Pisa, Scuola 
siperiore di studii corporativi, Pisa. 

Japan—Rinju Sangyo Gori Kyoku 
(Office de Rationalisation Industri- 
elle), Ministere de Commerce et de 
Industrie, Kobikicho Kyobashi, 
Tokyo. 

Austria—(and for all information on 
this subject for the whole world) : 
Planwirtschaftliche Weltkorrespon- 
denz, Dr. Georg Kiser, Fendigasse, 
19, Vienna. 

Germany—Hamburgisches Welt-Wirt- 
schafts-Archiv, Wissenschaftliche 
Anstalt des Hamburgischen Staates, 
Poststr. 19, Hamburg. 

Haus der Reischplanung.—Reichs- 
planung”, Organ des Hauses de 
Reichsplanung, Zentralverlag der 
NSDHP, Franz Eber Nochf, G.m.b. 
H., Munich 2 N. O. 

Institut fiir Konjunkturforschung, 
(Prof. Wagemann), Berlin. 

Holland — Nederlands Technocratisch 
Verbond (Amstel 220, Amsterdam 
C.) Nieuw-Economische Groop 
(Prins Hendrikkade 20-21, Amster- 
dam C.) Instituut voor nieuw- 
economische Voorlichting (Apel- 
doorn). 

Great Britain—Political and Economic 
Planning (P.E.P.), 16 Queen Anne’s 
Gate, S.W.1. 

Engineers’ Study Group on Eco- 
nomics, A. H. Hayes, Hon. Sec., 
Hazlitt House, Southampton Build- 
ings, S.W.2. 

Australia—The Institution of Engi- 
neers, Science House, Sidney, N.S.W. 

France—Centre Polytechnique d’etudes 
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economiques, 12 rue de Poitiers, 
Paris. 
Groupe d’etudes “Plans.”, 39 rue 
Jules Siegfried, Le Havre. 
U. S. S. R.—State Planning Committee 
of the U. S. S. R. 


fa elias & adi 


Dr. Georg Kiser, Vienna, pub- 
lishes a weekly called Planwirt- 
schaftliche W eltkorrespondenz. 
In addition, Dr. Kiser publishes a 
special supplement to his weekly 
which deals with theoretical prob- 
lems of planning. He would be 
pleased to promote correspondence 
in planning circles in United 
States and other countries. 


a Deane 


Two important volumes—“‘Gov- 
ernment in Business’ by Stuart 
Chase, published by Macmillan 
Company, and “Farewell to Pov- 
erty,” by Maurice Parmelee, pub- 
lished by John Wiley & Sons, 
make contributions to literature 
of planning. Incidentally, both 


volumes make reference to Plan 
Age. 


Latour 


You will note upon the statement 
of editorial policies of the second 
page of the cover of the Plan Age 
that the Society is undertaking to_ 
publish only ten issues of Plan Age — 
each year. We should perhaps 
have designated the October num-— 
ber the September-October issue 
to avoid misunderstanding. ‘There 
will be ten full numbers this veal 
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Planning Under the TVA ice OY 


By 
EDWIN LAMKE 


of Congress creating the 
Tennessee Valley Au- 
thority lists as functions 
of the TVA improving navigation 
and flood control on the Tennes- 
see River and its tributaries, pro- 
viding for reforestation and the 
proper use of marginal lands, for 
agricultural and industrial devel- 
opment, and for the national de- 
fense. In the achievement of these 
ends, which are developed in greater 
detail along with other incidental 
purposes in the body of the Act, 
the Authority has engaged upon 
the development of a program of 
social, and economic 


planning. 
The statutory objectives of the 


Authority are primarily physical 


in nature, and as a natural conse- 
quence the planning activities of 
the Authority have resulted for the 
most part in the making of physical 
plans. For the time being at least 
the main function of the Authority 
is the unified development of the 
water resources of the Valley. This 
has involved a comprehensive plan 
providing for a nine-foot channel 


_ in the Tennessee River by means of 
_ aseries of dams. 


These structures, 
in addition to bringing water 


transportation to the shippers of 


the Valley, will reduce markedly 


the large annual losses caused by 


f 
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floods. Not only is the TVA to 
construct on its own account facili- 
ties for these purposes, but in addi- 
tion it has been given the power to 
pass or withhold approval on pri- 
vate projects affecting navigation 
on the Tennessee River or its trib- 
utaries, to insure their conformity 
to the plan for unified development 
and regulation of the system. 

But the physical plans of the 
Authority do not stop with those 
for the impounding and release of 
waters. “The impounding creates 
a potential source of electrical 
energy. Already, Wilson Dam, 
constructed by the Federal govern- 
ment shortly after the War, and 
since turned over to the TVA, has 
run for a considerable part of the 
past year at full capacity, pro- 
ducing power which has been used 
in the construction of the new 
dams, and in the manufacture of 
fertilizer at the Muscle Shoals 
plant. In addition, the surplus has 
been sold to municipalities in the 
region having their own distribu- 
tion systems, and to rural electrical 
cooperatives. In connection with 
the distribution of this surplus, the 
Authority is following the plan 
outlined in the statute which in- 
sures the use of this power for the 
greatest public good. 

The production of fertilizer 
through use of a portion of the elec- 


Yee ‘ 14 2, 


2 PLAN 


tricity being generated at Wilson 
Dam is another sector of the in- 
tegrated physical plan of the Au- 
thority. This relates to the prob- 
lem of controlling the water flow 
of the Tennessee River and of pre- 
venting excessive run-off, the chief 
cause of recurrent disastrous floods 
and erosion, which result in silt de- 
posits further hindering navigation. 
Behind this is the accelerated de- 
struction of the top soil and its pro- 
tective vegetation through inefficient 
and haphazard farming methods. 
To restore the fertility of this land, 
or such portion of it as may still have 
potential agricultural value, and at 
the same time to curtail extreme 
run-off by the planting of suitable 
cover crops, rejuvenation of the 
soil is necessary through replace- 
ment of essential minerals. The 
most important of the soil resources 
which have been destroyed by ero- 
sion and poor farm management is 
phosphate. At Nitrate Plant Num- 
ber Two, originally constructed 
for the purpose of producing muni- 
tions of war, a newly developed 
phosphate fertilizer is being manu- 
factured. This plant and other 
government property at Muscle 
Shoals are being maintained in 
stand-by condition in the interest 
of national defense. 

In the execution of these physi- 
cal plans, the Authority has been 
confronted with a number of inci- 
dental, but important, social and 
economic problems. The flooding 
of thousands of acres of land by the 
creation of reservoirs necessitates 
the removal of a large number of 


families. The TVA has realized 
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that no program of development 
can be considered complete as long 
as such social implications are ig- 
nored. As a result, every effort is 
being made to reestablish these fam- 
ilies in a new locality where their 
standard of living can be decently 
maintained. As an additional ex- 
ample of how physical may entail 
social planning, the housing facili- 
ties for workers employed on major | 
construction projects have been 

made as conducive as possible to a 

comfortable, healthful, and men- 

tally invigorating existence. 

The physical production of elec- 
tric power has not gone forward 
without consideration being given 
to the achievement of the greatest 
possible social benefits from its use. 
The statute clearly contemplates 
such consideration. ‘The possibili- 
ties of the development of new 
small industries suited to a com- 
bined agricultural-industrial econ- 
omy, knowledge that cheap power 
may possibly be a disrupting, rather 
than a progressive element in an 
industrial system, and the means of 
guaranteeing that power once pro- 
duced will be distributed to the 
ultimate consumer under a finan- 
cial and rate policy which will pre- 
vent his exploitation, are all being 
carefully investigated. 

Similarly, it is recognized that 
the improper use of fertilizer can 
contribute as much to the spoila- 
tion of the soil as proper use can 
to its restoration. The product of 
the phosphate plant is being dis- 
tributed by the agricultural exten- 
sion services to insure its applica- 
tion in a manner which will 
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enhance not only agricultural pro- 
duction, but preservation of fer- 


tility and prevention of erosion. 


Efficient farm management is a 
part of the plan for the Tennessee 
Valley. 

Beyond this integrated plan for 
the best use of the physical resources 
of the region, which can barely be 
sketched in this article, there lies 
the field of general social and 
economic planning. It is natural 
that the Authority has devoted the 
greater part of its energy to the 
specific activities which have been 
defined. However, its Act states 
that “to provide for the general 
welfare” demonstrations may be 
made for the purpose of recom- 
mending legislation to State legis- 
latures and the Congress, involv- 
ing development which may be 
advanced through the expenditure 
of public funds or through the 
guidance and control of public au- 
thority, for the “purpose of fos- 


A tering an orderly and _ proper 


physical, economic, and social devel- 
opment.” Pursuant to these pow- 
ers, investigations are being under- 
taken concerning the social and 
economic status of the inhabitants 
of the Valley, its natural resources, 


its agriculture, its transportation 


facilities, its industrial possibilities, 
in general, the manifold potentiali- 
ties for the progress of a region in 
which the full resources of land and 
people have not been utilized. 

An effort is thus being made to 
develop a plan and technique which 
may have wider application to the 
nation, in a region which has to 
some extent been left by the way- 


side. It is caught halfway between 
an agricultural economy which has 
always been its main source of live- 
lihood but which now is in the same 
acute straits as the agriculture of 
the rest of the country; and an in- 
dustrial economy which was still in 
relatively early stages of growth 
when it was attacked by the same 
malady afflicting the industry of the 
entire nation. Outside of a few in- 
dustrial centers, large portions of 
the population, dwellers in the 
mountain and hill areas, have for 
generations attempted to wrest a 
living from land originally not of 
the best for farming, and which has 
constantly deteriorated ; while other 
large portions have been dependent 
upon the growing of one crop, of 
which the successful marketing has 
been peculiarly dependent upon the 
vagaries of foreign trade. 

In a region such as this, by no 
means one of the least blessed with 
resources, however, the Tennessee 
Valley Authority is attempting its 
unique program of development. 
But the difficulties confronting it 
are by no means those springing 
from the region itself. It is almost 
a truism to say that no part of the 
nation is economically a self-sufh- 
cient unit, yet an attempt is being 
made to plan the development of 
the Tennessee Valley, whose affairs 
are inextricably interwoven with 
those of the rest of the country. At- 
tention must be concentrated on 
those phases of the problem which 
are most indigenous, or at least 
which may to a limited extent be 
solved locally although they may 
exist elsewhere. 
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The TVA organization is, as 
has been implied, unique. It stands 
somewhere between the usual gov- 
ernmental department which is 
closely subordinate to both the ex- 
ecutive and legislative branches of 
government, and the private cor- 
poration which has almost complete 
autonomy. Nor is it strictly com- 
parable to the usual governmental 
corporation. It has no capital stock 
and is thus dependent upon annual 
appropriations and review by Con- 
gress for the funds with which to 
undertake its work. But by the 
terms of its statute it enjoys consid- 
erably more autonomy than most 
governmental departments. An at- 
tempt has been made to strike a 
balance so that responsibility to the 
duly elected representatives of the 
people and a high degree of self 
determination in the carrying out 
of the details of a program of which 
the broad policies have been de- 
lineated by statute, will both be 
retained. 

Within the organization itself, 
a similar procedure is necessary. 
The functions of the Authority 
are varied, and extend into many 
fields. Yet, as has been illustrated, 
they fit into an extensive plan 
and each has important interactions 
at many points with the others. It 
Is necessary that the various units 
within the organization possess 
rather large autonomy to carry 
out their own specific functions in 
whatever way is most applicable, 
yet all the activities must be co- 
ordinated and directed toward the 
accomplishment of the major ob- 


jectives of the Authority as a 
whole. 

There are many specific examples 
of administrative policies of the 
organization which are exemplary 
of the statement that it is striking 
a balance between the usual type 
of governmental enterprise and the 
usual type of private enterprise. 
For instance, the Tennessee Valley 
Authority Act instructs the direc- 
tors of the Authority to appoint 
employees without regard to the 
provisions of the civil service laws 
of the United States, yet to “pro- 
vide a system of organization to fix 
responsibility and promote eff- 
ciency.” All positions are filled 
and all promotions are made 
strictly on the basis of merit and 
efficiency. The TVA is not bound 
by rigid classifications and regula- 
tions which it was realized might in 
some measure impair the freedom 
of action necessary to an organiza- 
tion faced with such need for flex- 
ibility in the development of its 
policies. 
nite recognition is given to the fact 
that personnel management must 
be efficient and conducive to the 
establishment of the best possible 
morale. The Authority has gone a 
step farther, however. In its pub- 
lished personnel policy, recognition 


On the other hand, defi- — 


is given to the right of employees — 


to bargain collectively with their 


supervisors, and every provision - 


consistent with efficient manage- _ 
ment has been made to insure that — 


all workers from professional ex- 


perts to common labor be given the 
prerogatives granted by the most 


liberal of private employers with- 
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out being deprived of the guarantees 
customary to the civil servant. 

~ The operations of the Authority, 
particularly during the construc- 
tion period, require the development 
of a financial plan. The construc- 
tion of an integrated series of dams 
for the purpose of controlling an 
entire watershed add to this re- 
quirement. Efficient construction 
means the staggering of projects 
* so that equipment and personnel 
may be shifted to new structures 
as others near completion. Effi- 
cient operation on a_ businesslike 
basis predicates the ability to take 
advantage of unforeseen opportu- 
nities, and to meet unforeseen 
contingencies. 

Had the Authority been dele- 
gated only the functions of build- 
ing and operating self-liquidating 
_ projects, it would probably have 
_ been advisable to have set it up as 
a simon-pure corporation, with the 
Treasury of the United States sub- 
‘scribing to its capital stock. But 
_ because it encompasses so many 
other governmental functions, it is 
necessary to finance its operations 
through recurrent Congressional 
‘appropriations. The right has been 
given the Authority, however, to 
issue bonds in its own name, but 
on the credit of the United States, 


the proceeds of which can be used 
for the construction of facilities for 
the generation or transmission of 
power, or for loans to local govern- 
mental or nonprofit organizations 
to enable them to acquire electric 
distribution systems. 

One other aspect of the work 
of the Authority is worthy of com- 
ment, that of its series of agree- 
ments for the purpose of securing 
the cooperation of other organiza- 
tions and groups in carrying out its 
program. Through the estab- 
lished agricultural agencies, the 
new fertilizer product is being sup- 
plied to a number of demonstra- 
tion farms, the owners of which 
agree to employ an acceptable pol- 
icy of farm management. Con- 
tracts with distributors of TVA 
electricity insure that the benefits 
of the power policy will reach the 
ultimate consumer. Municipali- 
ties and nonprofit organizations 
purchasing power from the Au- 
thority agree to distribute it at 
rates set out and agreed upon by 
both parties to the contract, which 
meet all costs of operation, includ- 
ing interest, amortization, and 
taxes, but which do not provide for 
a large surplus over and above these 
costs to benefit the taxpayer at the 
expense of the user of electricity. 


ey 


Land Planning in the Tennessee Valley 


By 


E. §. DRAPER 


Director of Land Planning and Housing Tennessee Valley Authority 


AVERY so often I am 
asked to write or speak 
on Land Planning, with 
particular reference to the 
problems of the Tennessee Valley. 
So many new avenues of approach 
are constantly opening up and new 
relationships becoming evident that 
I have found it possible to write on 
the same subject over a period of 
two and a half years without repe- 
tition and with increasing interest 
in the subject. Land Planning at 
this time may be compared to the 
discovery and opening up of the 
Klondike gold fields—new veins 
are constantly being discovered, and 
it is many years before the discov- 
eries may be consolidated and 
viewed in their final relationship. 
It is easy, with so many interesting 
avenues of approach, to wander 
through the Elysian fields of re- 
gional planning, tasting all suc- 
culent morsels offered up for 
consumption! Practical regional 
problems, however, call for solution. 

Such genuine contributions to 
the various fields of Land Planning 
as Arthur C. Comey’s “Population 
Planning” appearing in the July- 
August, 1935, issue of The Plan- 
ners’ Journal, and G. Donald 
Hudson’s “Methods Employed by 
Geographers in Regional Surveys” 


appearing in the May-June, 1935, 


issue of The Planners’ Journal, are — 


bound to affect the developing 
technique of planning. There will 
be many more valuable contribu- 
tions of this sort. However, it is 
unfortunate that there are so few 
opportunities at the present time to 
experiment with techniques. ‘The 
work of the Tennessee Valley Au- 
thority offers the best opportunity 
to experiment with theory in rela- 
tion to an active developmental pro- 
gram. ‘The fact that the Tennes- 
see Valley Authority has certain 
limitations to its powers and must 
constantly consider planning in 
terms of a program so limited is 
probably a very good thing. We are 
forced to think of planning in terms 
of livelihood and not in the ab- 
stract! It brings us face to face 
with hard facts and enables us to 
observe the limitations which the 
normal movement of our lives in 
social, economic and political chan- 
nels give to the effectuation of 
plans. Otherwise, without such 
practical checks the theory of plan- 
ning knows no limitations! Ob- 
viously, there are limitations of 
country, of race, and of region. 
Those of Russia may be different 


s 


:. 


from those of the United States, so 


that success or failure in Russia 


+ 
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cannot be construed as implying 
success or failure in this country. 
For countless centuries planning 
has had in the main a connotation 
of activity in connection with physi- 
cal problems. When the Egyp- 
tians some three thousand years 
ago drew a plan for the develop- 
ment of the town of Kahun they 
drew lines on paper representing 
the location of streets, private and 
public property, either as existing 
or for proposed development. ‘The 
great aqueduct for supplying water 
to Rome was planned in terms of 
its physical relationship, although 
it rose out of social necessity. The 
planning of the City of Washing- 
ton by L’Enfant was a matter of 
locating the streets, sites for public 
buildings, private property sub-di- 
vision, etc., much as in the days of 
the early Egyptians. Out of ne- 
‘cessity, due to the agglomeration 
of people in cities, more attention 
has been given to urban than to 
rural problems. 
It has been only in compara- 
tively recent years that planning 


even for physical relationships 
has progressed beyond limited 
areas. Examination of the net- 


work of railway transportation 
lines in the United States gives no 
indication that considerations other 
than immediate private profit and 
necessary topographic relationships 
- dictated the location of the lines. 

Within the past generation such 
planning activities as the regional 
planning report for the State of 
New York and the land use studies 
for Michigan have widened the 
scope of physical planning. 


Yet, unconsciously, man has been 
planning in other than physical 
channels for many years. The 
Magna Carta of Great Britain, the 
Constitution of the United States 
and other great social documents as 
surely deserve to be called plans 
as any of our physical planning. 

Now as we approach larger 
areas those of us who have been 
trained in the field of physical plan- 
ning must realize that sociologists 
and economists have as much a part 
in the determining of plans as do 
those who have been concerned 
with the planning of highways, 
cities or similarly more easily un- 
derstood planning activities. So, 
in the ‘Tennessee Valley all 
planning approaches to the prob- 
lem must be considered. Yet, the 
prevailing physical pattern of the 
Valley must be considered as the 
starting point in planning. We must 
not fail to consider that we have 
a condition of land use ranging 
over nearly two centuries that has 
developed slowly, has changed to 
meet varying conditions, and that 
even with the handicaps and limi- 
tations of a plan that has devel- 
oped out of the meeting and fitting 
together of small developed areas 
has a certain validity that cannot 
be overturned or changed without 
due reason and thoughtful consid- 
eration of the conditions that led 
to the gradual development of the 
pattern of use which now exists. 

We are apt to be impatient and 
blame the people for failure to fore- 
see changes in conditions; yet, how 
many of us would have been will- 
ing to state unequivocally thirty- 
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five years ago that an area in the 
Great Smokies would some day be 
one of the great playground and 
recreational areas of the Eastern 
United States? The relative in- 
accessibility of the scenic area now 
known as the Great Smokies Na- 
tional Park before the days of 
speedy transportation and sixty- 
miles-per-hour highways. seemed to 
make it of little use for purposes 
other than commercial exploitation 
of the great forests. What a change 
accessibility makes! Future devel- 
opments of high speed plane trans- 
portation may make our present 
plans seem puny and short-sighted 
to generations unborn; hence, it 
will be well to observe reasonable 
caution in criticising what the past 
has given us and qualify our pro- 
posals for the future. Perhaps our 
pattern of perfection today as we 
conceive it will be considered rather 
imperfect fifty years hence! If we 
approach our problems with an 
understanding of the past and a 
certain amount of humility as re- 
gards possible possession of all- 
seeing power, we may do a better 
job in the future! 

At the risk of repetition and 
burdening the reader with a state- 
ment of facts that have been men- 
tioned at various times, I wish to 
point out some of the conditions 
existing in the Tennessee Valley. 
There are in round number 2% 
million people occupying 40,500 
square miles of land area. The 
activities of the Tennessee Valley 
Authority in developing an unified 
water resource system will easily 
have a direct effect on the lives of 


AGE 


some 6 or 7 million more people liv- 
ing outside of the Valley and closely 
enough related to be affected by its 
development. The Valley region 
is predominantly rural, there being 
only two cities of over 100,000 
population, Knoxville and Chatta- 
nooga, within the geographic limits 
of the Tennessee watershed and 
only 21. additional cities of over 
5,000 population, according to the ~ 
1930 Census. The physiography — 
of the Valley ranges from moun- 
tain peaks and ridges over 6,000 
feet in elevation to level plains 
only a few hundred feet above sea 
level. The flora and fauna of the 
mountains resemble those of much 
colder regions, while the Southern 
portion of the Valley has the char- 
acteristics of the cotton belt. “The 
life and the activities of the people 
vary considerably—with the East- 
ern section of the Valley composed 
of small and medium size farms and 
the more Southerly and Western 
portions mostly plantations with 
their attendant problems of share- — 
croppers and renters. It must be 
evident that the Valley is a homo- 
geneous region only when viewed 
as a drainage area. For that pur- 
pose it is ideally situated for the 
unified control and development of 
its water resources, navigation, 
flood control, and the development 
of hydro-electric power as a by- 
product. All of these developments — 
of the water resources will have an — 
effect far beyond its boundaries. — 
The Valley is a region of abundant — 
resources and equitable climate. 
The development of these resources ; 
has so far been productive of a low r 


j 


LAND PLANNING, 


per capita income and a living 
standard that is subnormal in many 
sections and for a considerable por- 


tion of the population. 


In the work of the Tennessee 


Valley Authority there is being ac- 


- tions. 
par with the data which is being 
gathered, much may be expected. 


VS 


cumulated the most valuable col- 
lection of basic data that has ever 
been gathered for an area of equal 
size—air photos and air mosaics, 
planimetric maps showing the cul- 


_ ture of the country in greater or 


less detail and at various scales, 
land classification maps of unusual 
simplicity and value, maps of nat- 
ural resources such as forests, a 
complete compendium of scenic re- 
sources, etc. All of these and 
others, completed or now being de- 
veloped, will give the planner 
sources of information that will en- 
able him to start with a very real 
knowledge of fundamental condi- 
If his judgment be on a 


No land plan develops without 


"4 drawing fully on knowledge of so- 
cial and economic facts. 


Its basis 
may be physical but its conclusions 
are built up from an understanding 


_ of livelihood relationships. 


A plan for the best use of the 


land must consider first existing 
uses—in an endeavor to evaluate 
present conditions in terms of re- 


turn both to the individual and to 
society. If the uses of certain types 
of soil or land forms are inconsis- 


 tent—as in the case of the farmer 


struggling for existence on steep, 


rocky, thin soil—submarginal, so 


~ called—then the question must be 


‘answered : Can better ways of farm- 
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ing be worked out to permit of a 
return that will provide for him an 
adequate living, or must the Gov- 
ernment offer to help him to find a 
better location and for the land a 
more satisfactory use? Neither an- 
swer is simple; the human equation 
may make it impossible to work 
out a completely satisfactory an- 
swer. Yet, step by step, over a 
period of years or generations the 
answer will be found—must be 
found if we are to continue and 
progress as a civilization. Low- 
cost super-phosphates making it 
possible to alter methods of agri- 
cultural production — cooperative 
purchasing of supplies and market- 
ing of products—opportunities for 
part-time employment in industry, 
such as is required in responding to 
the varied demands of tourists in a 
scenically beautiful mountain area, 
are possibilities. Lacking such op- 
portunities for continued occupancy 
of the land and improved income, 
purchase of large tracts for public 
parks, forests or game refuges may 
furnish the wherewithal for the 
people to get a new start in a better 
situation, and at the same time give 
the weary land an opportunity to 
rest, heal its scars and come into 
more natural uses. New proposals 
for land development must be 
checked against the background of 
knowledge of basic conditions ; will 
a dam and reservoir in providing 
for flood control, navigation and 
hydro-electric power bring more 
return to the region than the uses 
to which the land is now put, as 
for example, water storage vs. agri- 
cultural value of fertile valley 
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lands? Such gigantic changes in 
the scheme of things as result from 
building a dam backing water 85 
miles up a valley requires radical 
physical changes of transportation 
lines, communities and other land 
uses, all of which must be studied 
from both a local and regional point 
of view in order to make an adjust- 
ment which will in so far as pos- 
sible satisfy all requirements. 

Out of the consideration of con- 
tinuing existing uses and new 
developments must come active 
planning for growth of the re- 
gion. In the Tennessee Valley 
we must consider the effect of 
low-cost power on rural develop- 
ment, the possible integration of 
agriculture and industry—not in 
an artificial manner but as the 
natural outgrowth of changing 
conditions. In planning for rural 
electrification we must foresee the 
relationship between good or poor 
agricultural areas, both existing 
and potential, and a satisfactory 
demand for power. A minor de- 
tail but an important one is that we 
must seek to minimize the conflict 
between high tension lines and 
scenic areas, so that the lines carry- 
ing current needed in the develop- 
ment of the area will not despoil 
the landscape. ‘The highway trans- 
portation system must be so devel- 
oped as to take full advantage of 
the future 9-ft. channel of the Ten- 
nessee River after completion of 
the main river dams so that truck, 
rail and boat hauls may be suitably 
related. Relocations of transpor- 
tation lines in reservoir areas must 
meet future as well as immediate 
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requirements. So will new air- 
ports and airways bring new rela- 
tionships into being. 

Then must come the Effectuation 
of the land Plan. ‘The Tennessee 
Valley Authority has a larger part 
in effectuation than any regional 
planning agency ever created, due 
to its developmental program as 
laid down by Congress. Yet, in 
the long run, its objectives will 
be accomplished largely by indi- 
rection: by the examples and 
demonstrations afforded in the 
work of the ‘Tennessee Valley 
Authority, by data and plans avail- 
able to other governmental agen- 
cies, by stimulating citizen groups 
and individuals to work for the 
preservation and proper develop- 
ment of Valley resources. 

No land plan for a great region 
can ever be complete. At best it 
is but a framework. ‘The limita- 
tions of scale, alone, make it impos- 
sible to fill in details ; as well as the 
fact that details must develop in 


the solution of local problems. The _ 


most important part of land plan- 
ning is to develop an effective means 
of relationship of the various uses 
of the land. Reforestation is 
needed, but to allow the entire 
Tennessee Valley to revert through 
forestry to its primitive condition 
would make us “long” on wood 
and wood products and “short” on 
the other products needed to sus- 
tain life. More industry is desirable, 


but industry at the expense of a 


adequate food supplies at the mercy 
of a capricious market for industrial 


‘greatly reduced agricultural crop © 
production might find us with in- 
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products. Catering to tourists and 
the recreation needs of millions of 
people coming into the Valley is 
perhaps one of our greatest oppor- 
tunities for proper gain from our 
resources, but should be related to 
other opportunities. “These are a 
few of the problems that must be 
solved and related if the best sort 
of living is to be achieved in this 
region. 

As such, the land plan is ever- 
changing, never finished. Under- 
standing on the part of the planners 
is more important than fixing de- 
tails of the plan. A synthesis of 
various specialized judgments must 
precede the answers of land plan- 
ning problems. 

I am hopeful that this discussion 
of Land Planning brings out its 
relationship to the developmental 
program of the Authority and the 
necessity, for successful solution, 
of consideration of Valley-wide 
problems. A highway effected by 
the construction of the Norris res- 
 ervoir is used by people from many 
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States, and is more than a local 
problem. Merchandise carried on 
river boats is usually dependent on 
truck or railroad to reach the ulti- 
mate destination. 

An understanding of Valley- 
wide conditions and problems and 
plans conceived in terms of the re- 
gion will make for a more under- 
standing solution of specific area 
problems. The program of the 
Tennessee Valley Authority in its 
objective of a unified development 
of the water resources is a mighty 
aid to regional planning. It pro- 
vides a tangible bond between areas 
having varied cultures and inter- 
ests. Without it the region might, 
while possessing a physical entity, 
lack sufficient ties to make possible 
plans in the common interest. Plan- 
ning by regions is so logical that 
it must come into acceptance. Yet, 
no plans should be undertaken in 
an area too large to visualize the 
relation of the component parts, or 
too diversified for an effective un- 
derstanding of the problem. 


Productive Resources of the Tennessee Valley 


By 


C. W. FARRIER 


Pa study of relationships of 


bt 


Nes AND Eccnomics is the 
J) men and land. ‘The 
sore study of land-use devolves 
on the question: ‘“I'o what use is 
a particular piece of land best 
suited?” "The answer depends on 
considerations other than physical 
(by which is meant climate, quality 
of soil, etc.). By establishing the 
location of the piece of land we 
eliminate a group of variables. Let 
it be in the United States. If we 
can further isolate the piece of 
land by drawing a circle about it 
(sphere of influence) which will 
include all the surrounding terri- 
tory upon which the use of the 
piece of land will have bearing, we 
will be nearer an answer. From 
Colonial days until, arbitrarily, the 
middle of the 19th century the 
length of the radius describing the 
circle was short and definite. That 
statement has exceptions and must 
be modified in the cases of persons 
living on land situated on the sea- 
board or on navigable waters. The 
cotton and tobacco economy of this 
country owes its origin to demand 
in markets three and four thousand 
miles away. We can say with suf- 
ficient accuracy, however, that 
prior to 1850 the use to which our 
piece of land could be put most 
effectively was dictated by needs 
arising in a circular area with a 


7 


radius of about fifteen miles, and 
self-sufficiency summarizes those 
needs. 

With the advent of the railroad 
and other scientific applications— 
followed by urbanization, lively 
competition over markets, special- 
ization of functions, etc.—the pic- 
ture changes. Land which once 
might be cleared profitably of rock 
and forest becomes unprofitable, or 
perhaps more profitable for other 
uses. In the state of Connecticut 
the acreage of land devoted to agri- 
culture in 1930 was less than a 
third of that so used in 1880. 
In part the shift is due to a more 
intensive cultivation of the soil. It 
is a result of competitive bidding 
by western agricultural producers 


in eastern markets. “This is a neg- — 


ative aspect and accounts simply 


for the withdrawal of submar- 


ginal land. The positive aspect is 
the disposition of land withdrawn 
to profitable use. That residential 
and recreational purposes supply 


such a use is attested to in the trans- _ 
fer of land that might be profitably — 


cultivated to these other purposes. 

The history of land use in many 
of the New England and Middle 
Atlantic States reiterates this point. 
Confusion of world tariffs gives 


indication of how far removed is an | 


economy where land-use is con- 
trolled by a 15 or 20-mile radius. 
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Americans have reason to congrat- 
ulate themselves that their history 
has been so worked out that their 
vital thought processes are condi- 
tioned by national rather than state 
consideration. 

Owing to its homogeneity the 
Tennessee Valley has many prob- 
lems which, while not unaffected 
by national implications, are re- 
gional in character and can be 
handled most effectively through 
agencies that are “region con- 
scious.” -In any regional effort to 
promote the development of the 
resources of the Tennessee Valley 
area, if the maximum of benefit to 
nation and region is to accrue, po- 
tential land-use of the Valley must 
be related to actual land-use of 
the nation. Stated negatively, the 
problem takes on more substance. 
The purpose of regional planning 
should be to minimize, so far as 
‘may be possible within the limits 
of practicality, the uneconomic use 


of land; i. e., its use in a land-use 


framework other than national. Let 
practicality be stressed, else the 
region will suffer. Plans tend to 
be idealistic because they outline 
what we want. 

An illustration of how a land- 
“use may be in conformity with log- 
ical national development and yet 
regionally detrimental is the one- 
- crop system. That it is subject to 
grave abuse is apparent in the dis- 
_ parity of living standards through- 
out the country, and in their 
violent fluctuations. This has 
necessitated in some instances, and 
in others would make desirable, a 
more balanced regional economy. to 


supplement the single-crop bargain- 
Ing power. 

The natural resources of the 
Tennessee River Valley cover a 
wide gamut. A large number of 
minerals useful to commerce are 
found in varying quantities, but in 
many cases these minerals occur in 
low grades or in difficult combina- 
tions, making their extraction un- 
der existing methods an expensive 
process. “The natural productive 
resources of the soil, such as forests 
and crops, were high but have been 
depleted by indiscriminate cutting 
and because of improper rotation 
and overcropping. 

The mineral and agricultural re- 
sources of the Tennessee Valley 
are at present conducive, in the 
main, to small-scale agricultural 
industries. Low cost electricity 
and rural electrification will be 
present to inject a stimulus for 
the development of these minor 
industries. Eventually the com- 
bination of better separation pro- 
cesses and cheap power may bring 
an extensive development of min- 
eral resources and the establish- 
ment of processing plants for 
turning these products into com- 
mercially useful articles. 

The work of cooperating with 
other agencies in bringing about a 
readjusted system of agricultural 
processes was authorized by Con- 
gress in passing the ‘Tennessee 
Valley Authority Act. By large 
scale demonstrations of the proper 
use of fertilizers in an adjusted 
system of agriculture an economical 
method of rejuvenating the de- 
pleted soil is being brought before 
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the farmers and made available 
for their use. A portion of the ni- 
trate plants built during the World 
War at Muscle Shoals has been 
converted into a pilot plant for ex- 
perimental research and for the 
demonstration of processes of man- 
ufacture of phosphate fertilizer of 
high concentration. This highly 
concentrated product can be more. 
cheaply transported to points of 
use than the more bulky forms of 
fertilizer. At destination it can 
be mixed, if desired, with other in- 
gredients and placed on the land. 
The large scale demonstrations 
carried on in various localities con- 
sist of placing this product upon 
lands which are then sowed with 
nitrogen-fixing legumes over a 
period of time, to give the soil a 
good start on the road to recovery 
of its fertility. S 

The center of population of the 
United States is well east of the 
Mississippi. Yet it is only in the 
last few years that areas east of the 
Mississippi have beef set aside for 
use as national parks. The Great 
Smoky National Park is one of the 
areas. Although it is only a few 
years since its inception as a na- 
tional park, already ‘“‘the Smokies” 
have tasted the renown that their 
grandeur merits. For these last 
two years the Smokies have ranked 
first of the nation’s parks in the 
number of visitors attracted. Such 
considerations swayed Horace M. 
Albright when, as Director of the 
National Park Service, he said: 
“The half million tourists going to 
Yosemite will be only a drop in the 
bucket compared to the throng who 
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will come to the Smokies all year 
around. * * * It will be the most 
popular of all national parks.” 
Should this prove to be the case, 
it will not be because the Smokies 
surpass the Yellowstone or the 
Yosemite, in grandeur and beauty. 
Our national parks are individual- 
istic in their charm, and such com- 
parisons are invidious. It will be 
attributable to the density of popu- 
lation of the territory directly 
served by the park; to the fact that 
the great centers are within easy 
holiday distance. 

The importance of tourism and 
recreation as a land-use was rec- 
ognized in Europe long before this 
country realized the benefits to be 
derived in health and pleasure for 
its citizenry and revenue for their 
coffers. As is mentioned above, 
many of the eastern states are 
mindful that such a use of land is 
good business. Benefits to other 
trade groups and industries are so 
general that it is difficult to isolate 
income directly allocable to tour- 
ism. Conservative estimates in a 
number of states accord tourism 
ranking with the most lucrative in- 
dustries. In Wisconsin—a state 
rich in natural resources—the tour- 
ist business is second only to its 
dairy industry as a revenue pro- 
ducer in the state. 

The topography of the land and 
its physical aspects, particularly in 
the eastern end of the Valley, offer 
a great recreational resource. This © 
recreational resource is gradually 
being developed and offers a more 
immediate source of increase in — 
income than do the other resources. 
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Generally speaking, the recrea- 
tional features of the Tennessee 
Valley are varied in their interest 
and are not lacking in spectacular 
qualities. The principal points of 
interest are gradually being ac- 
quired by various other public 
agencies and are in the process of 
development. A system of ade- 
quate highways is coming into be- 
ing. All agencies, both public and 
_ private, are coordinating their ef- 
forts toward turning this area into 


an attractive entity. Because of its 
strategic location in the heart of 
population centers this resource, 
adequately developed, may turn out 
to be the principal asset of the 
region. 

The economics of the nation 
will be materially improved by 
placing more income in the hands of 
the people of this area, thus in- 
creasing their buying power and 
removing the necessity of the ex- 
tremes of self-sufficiency. 


Elements of Cost in the TVA Rate Structure 


By 


EDWARD FALCK 


Tennessee Valley Au- 
thority has sought to guarantee to 
the ultimate consumer the benefits 
of a financial policy protecting him 
from exploitation, but at the same 
time meeting all legitimate costs. 
‘Perhaps the greatest single step 
forward under this policy has been 
insistence on provision for the pro- 
gressive retirement of fixed debt, 
rather than the maintenance or 
even increase of a fixed capital over- 
head charge, the costs of which 
must be borne by consumers as 
long as they purchase power. 
The Authority sells a part of its 
surplus power to municipalities 
which own and operate electric 
distribution systems. The  elec- 
tricity generated at Wilson Dam 
is transmitted by TVA to the city 
gate, where it is sold at wholesale. 
From this point on it is distributed 
by the municipality. The average 
wholesale rate ranges from 5 to 7 
mills per kilowatt hour. The his- 
tory of Muscle Shoals legislation 
implies, and the TVA Act requires, 
that electricity generated at the 
Government-owned dams on the 
Tennessee River be distributed as 
widely as possible at reasonable 
and non-discriminatory rates. For 


this reason, the TVA has developed 


certain rate policies embodied in 
its contracts for the purchase of 
power by municipalities. These 
policies include the rates to be 
charged and in addition, the ele- 
ments of cost which these rates are 
intended to cover. 


Costs Covered 


Operations 


in Distribution 


The electric revenues of the 
municipality are segregated from 
its other revenues. ‘The city ad- 
ministers its electric system as a 
separate department and maintains 
separate funds for its various ac- 
tivities. The city keeps general 
books of accounts according to a 
uniform classification which is a 
matter of agreement between the 
city and the TVA. The revenues 
realized from the sale of electricity 
are first used for the payment of 
current operating expenses, includ- 
ing salaries, wages, materials and 
supplies, power at wholesale and 
insurance. It frequently happens 
that a city operating an electric 
system also operates a water de- 
partment, in which case there are 
many elements of joint cost. For 


example, the electric department — 


with electricity for water pumping. 
Again, the superintendent devotes 
a part of his time to the manage- 
ment of each utility. Such joint 
costs are prorated, and although 
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the economy of joint uses is se- 
cured, the accounts are kept in a 
clear manner and there is no pos- 
sibility of confusion from the com- 
bination of funds or overhead 
charges. 

After the payment of operating 
expenses, the municipality cur- 
rently provides for capital obliga- 
tions including interest on bonds 
or other indebtedness applicable to 
the electric system, amortization of 
indebtedness, and return on invest- 
ment. At the outset a valuation is 
made of the municipality’s electric 
system. Wherever accounting rec- 
ords are available, the present value 
of the electric system as of the date 
of initial delivery is taken as the 
historical cost of the property as 
shown on the books, less deprecia- 


tion. In most cases, historical cost 


records are not available and it is 


: necessary to estimate the present 


value of the electric system. For 
this purpose replacement cost new, 


less depreciation, has been the basis 


of valuation. The initial invest- 
ment of the municipality in its 
electric system is taken as the dif- 
ference between the present value 


and the obligations outstanding 


against the electric system. As for 


these obligations, it is frequently 
necessary to prorate bonds which 


at some time in the past were issued 


for general purposes, part of the 
proceeds being used for the water 


plant, part for the electric plant, 


and part for schools, street paving, 


and other purposes. An estimate 


- is made of the amount of outstand- 


ing liabilities incurred in connec- 
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tion with the construction or ac- 
quisition of the electric system. 

The municipality agrees to limit 
its profit to not more than a 6% 
return on its investment in the 
electric system. 

In addition to the payment of 
operating expenses and capital costs 
as above, the revenues of the elec- 
tric system are used to pay a tax 
equivalent into the general fund of 
the municipality. Surplus rev- 
enues are used to set up reason- 
able reserves for replacements, new 
construction and contingencies. If 
the revenues are more than ade- 
quate for all these purposes, the 
municipality agrees to purchase or 
retire bonds of the electric system 
even before their maturity. Re- 
maining surplus is used for the 
further reduction of rates to 
consumers. 


Consumers and Tax Payers 


The TVA contract to some ex- 
tent establishes the relationship 
between the consumer and the tax 
payer, so far as they are concerned 
with electric system operations. 

Municipalities owning electric 
distribution systems have often 
derived substantial profits from 
operations, these profits being 
turned into the general city fund. 
These profits have in many cases 
been extraordinary, partly due to 
the rates charged and partly due to 
efficiency of operation. A third 
factor has been the amortization of 
bonds and the release of funds for- 
merly devoted to interest and re- 
demption. Not a few towns have 
received more than 50% of their 


18 


yearly income from electric oper- 
ations. Payments so made repre- 
sent a tax on the electric system 
ranging from 30 to 60% of gross 
revenues. In comparing rates of 
such municipalities with rates of 
private utilities, this feature can- 
not, of course, be overlooked. ‘The 
payments are not classifiable in a 
literal sense as a tax because they 
are not collected as a tax and are 
not involuntary payments. In 
every other regard they are similar 
to taxes, and for this reason I shall 
refer to them as tax equivalents. 
Under the TVA program munici- 
palities continue to receive a tax 
equivalent from their electric sys- 
tems. This tax equivalent is equal 
to the taxes paid on private prop- 
erty of a similar class. Under the 
TVA contract the municipality 
may take from the electric depart- 
ment revenues an amount in lieu 
of taxes, determined as follows: 

(1) The prevailing municipal 
property tax rate is applied to the 
value of the property used in elec- 
tric operations within the munici- 
pal limits. The assessment is on 
the basis of 100% of the present 
value of the property. 

(2) The above equivalent is 
increased by the application of 
county and state tax rates to the 
value of the electric system, unless 
the county or state governments 
themselves levy property taxes 
upon the electric system, in which 
case the municipality does not col- 
lect these county and state taxes. 

Except for franchise taxes and 
Federal taxes, this method would 
result in substantially the same 
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amount of tax burden as would be 
assumed by a private utility oper- 
ating the same property. One fea- 
ture which tends to increase the 
taxes paid by TVA municipal elec- 
tric distribution systems is the re- 
quirement that the tax rate be ap- 
plied to 100% of the value of the 
property, determined from year to 
year by adding new construction 
and subtracting retirements. ‘To 
the extent that taxes on privately 
owned systems are based on less 
than the full value of the property, 
the tax payers receive a greater 
benefit at the expense of consumers. 
This is a compensation in part to 
the tax payers for the risk under- 
taken in financing and operating an 
electric distribution system for the 
benefit of the consumers. ‘The re- 
lationship between consumer and 
tax payer provided for in the TVA 
contract appears to fairly approxi- 
mate the equities involved. The 
initial investment of the munici- 
pality in the electric system can 


be increased in the future only by — 


actual payments from the general . 


funds of the city into the funds of 
the electric system, or through fail- 
ure to withdraw amounts due the 
city on account of tax equivalent 
and return on investment. Should 
the electric system, through rein- 
vestment of earnings, increase the 
debt-free value of the system, the 
surplus thus created is considered 
consumers’ surplus. The 


a return on this surplus which they 
have themselves contributed. 


This is a very important pro- — 


vision. 


con-- 
sumers are not then asked to pay 


It protects the consumer 


y 

% 
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from being charged a return on his 
own capital. 


Rates and Financial Policies 


Rates for electricity are only in 
part a rejection of managerial ef- 
ficiency. Wholly independent of 
managerial efficiency are financial 
policies which may themselves have 
a greater influence on rates and 
costs. For example, it would be 
possible to carry on distribution 
operations without return on in- 
vestment and without the payment 
of tax equivalent. In the case of 
Athens, Alabama, these two items 


amounted to approximately 0.38c 


per kilowatt hour sold during the 
twelve months ending June 30, 
1935. ‘The total of operating ex- 
penses exclusive of the cost of 
wholesale power amounted to only 
0.44c per kilowatt hour. It will be 


_ seen that no amount of efficiency in 


operation could compensate for the 
burden of return and tax equiva- 


lent, payment of which is a matter 
of financial policy. 


During the 
same period of time the city’s elec- 
tric system covered all operating ex- 
penses, taxes, interest, return and 


depreciation, and had remaining a 
net income of 0.42c per kilowatt 


hour. 


Again, in Tupelo, Mississippi, 
during the first year of operation 


under TVA rates, operating ex- 


operations amounted to 0.12c per 


penses, other than cost of power, 
amounted to 0.15c per kilowatt 
hour. This unusually low ratio 
is due to the fact that a large in- 


‘dustrial customer is served from 


the system. Taxes assignable to 
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kilowatt hour and return on city’s 
investment to 0.08c per kilowatt 
hour, the total of taxes and return 
being greater than operating ex- 
penses exclusive of the cost of 
power. 


Generality of Results under TVA 
Rates 


Municipalities have made an im- 
pressive showing under TVA rates. 
In every case the operations have 
been conducted pursuant to the 
accounting and financial policies 
recited above. The history of op- 
erations in these municipalities has 
been somewhat as follows.  In- 
itially rates to the consumer were 
cut in the order of 50%. During 
the ensuing months gross revenues 
were substantially lower than in 
the period preceding the reduction 
in rates. Consumers, responding 
to thé lower bills, began to purchase 
electric appliances and consumption 
increased rapidly. Full electrifica- 
tion was found to depend not only 
upon physical availability, but also 
upon price availability. By the end 
of the first year revenues reached 
a point adequate to cover all 
costs. When the TVA rates were 
announced in 1933, they were 
regarded as revolutionary and 
brought forth many criticisms. It 
was stated that the cost figures did 
not include taxes to be paid on the 
distributing systems. This, of 
course, was untrue. Another state- 
ment frequently made was that 
under the conditions set forth in 
the TVA contract a municipality 
would be unable to cover costs. 
Again, this prediction has not ma- 
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terialized. Other criticisms implied 
that the retail operations were to 
be carried out generally by TVA, 
an agency of the Federal Govern- 
ment, and that, therefore, they 
could not be considered a fair basis 
for establishing distribution costs. 
In this connection it should be re- 
membered that the participation of 
TVA has been generally limited to 
generation and transmission. ‘The 
typical case is the case in which 
TVA sells at wholesale to the 
municipality. The municipality 
owns and operates its distribution 
system. 

The impressive showing of the 
municipalities purchasing power 
from TVA has, of course, been sub- 
ject to certain factors only indi- 
rectly related to the TVA rate 
policies. Among these may be 
mentioned a general increase in 
purchasing power due to business 
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recovery and a general increase of 
public interest in the relationship 
of electricity to community life. 


Both TVA and EHFA have aided 


in promoting a more general knowl- | 


edge of electricity and its useful- 
ness. All of this activity has had 
some effect in stimulating sales. 
These general influences have not 


been of exclusive benefit to TVA 


municipalities. Other communities - 
in the Tennessee Valley have re-_ 


ceived comparable benefits from in- 
creased purchasing power. ‘The 
Electric Home and Farm Author- 
ity during the past year did not con- 
fine its operations to TVA munici- 
palities, 
throughout several southern states. 
While it is hazardous to generalize 
from experience of little more than 
a year, the record to date furnishes 
abundant evidence of the adequacy, 
soundness, and_ effectiveness 


TVA rates. 


ayy 


but operated generally © 


of 
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Planning and planning concept 
take prominent places on the pro- 
gram of the American Economic 

Association at its forty-eighth an- 
nual meeting held in New York 
City this month. Members of the 
National Economic and _ Social 
Planning Association are taking 

‘part in the discussion. One whole 
section of the December 29 agenda 
is given over to the subject “Plan- 
ning for Stabilization vs. Adjusting 
to Instability.” Acting Chairman, 
A. F. Hinrichs is to present a paper 
entitled “Planning for a More 

Stable Economy.” 


Ao 4 


Vice Chairman, George Soule is 
‘down for discussion on this topic. 
_ Dr. S. H. Slichter, a non-mem- 
ber, will present the negative side 
*with the subject “Adapting an 
Economy to Fluctuations.” 


AAA 


Board member, David Cushman 
Coyle will appear on the program 
‘on December 27 to discuss the sub- 
ject “Capital Formation.” 


(Ay /AN AX 
Other members of ESPA who 


have prominent places on the pro- 
gram are: Gardiner C. Means; 


_Isador Lubin; William Haber. aoe 


Other major topics to be dis- 
cussed at this meeting bearing on 
planning are “The Problem of 
Rigid vs. Flexible Prices” and 
“Free Competition vs. Controlled 
Competition.” 


LENAINSLS 


Chairman Lewis L. Lorwin of 
the International Labor Office in 
Geneva will attend the meeting of 
the American Economic Associa- 
tion in New York as an observer 
for the International Labor Office. 


BEARS 


A strong regional unit of ESPA 
is active in the Tennessee Valley. 
This is known as the Knoxville 
Planning Association. Mr. Edwin 
A. Lamke is given credit for the 
current number of Plan Age, de- 
voted to a description of regional 
planning in the five states most 
intimately touching the Tennessee 
river and its developments. 


TST ATES 


Field representative, George B. 
Galloway is now entour in the 
South. His itinerary for the 
month of December will include 
Baton Rouge, La.; Jackson, Miss. ; 
Beaumont, Houston and Fort 


Worth, Texas. 
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A paper by Dr. Charles E. Mer- 
riam who has been identified with 
planning experiments of the Fed- 
eral Government, entitled “A 
Closer View of the Machinery of 
Control” is of interest to planners. 

(SS [1S 


Dr. Merriam lists contrivances 
that have been set up to perfect con- 
trol as follows: 

Quasi-governmental corpora- 
tions. 

Joint stock participation by gov- 
ernment and industry. 

Differential taxation. 

Contingent incorporation. 

Organization of Cooperatives. 

Joint development of trade prac- 
tices—codes. 

Licensing and regulation. 

Public works and the business 
cycle. 

Semi-governmental control of 
credit. 

Semi-governmental control of 
capital allocation, as in public 
utilities. 

Transportation and Communi- 
cation services and rates. 

Land tenure regulation and land 
use. 

Water uses—Mineral uses. 

Regulation of securities. 

Control of process of inheri- 
tance. 

Validation of claim to property 
and use thereof. 

é Types of wage and price regula- 
tion. 

Validation or invalidation of 
contractual relations. 

Education. 

Health and Recreation. 

Security. 
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Dr. Merriam declares that— 

“The strategy of control leans 
to the side of science, rather than 
to the sword, to cooperation rather 
than coercion, to medicine, educa- 
tion, management, rather than to 
violence or even to the sanctions 
of traditional law. 

“Tn dealing with an intricate and 
sensitive industrial organization, 
strategic controls are even more 
significant, for around them gather 
most thickly the clouds of misun- 
derstanding and misinterpretation. 
Here the alternatives of state mo- 
nopoly and of laissez faire are most 
sharply presented and most vigor- 
ously defended with warlike prop- 
aganda and with reasoned ideolo- 
gies in full swing. As already indi- 
cated, it is precisely in this field that 
the antithesis between political con- 
trols and economic controls is most 
strongly emphasized, owing in part 
to the philosophical fallacies of 
Mill and Marx. 


DOL Ls 


“But exactly here the meaning of 
strategic controls is most important 
and understanding most urgently 
demanded by the higher statesman- 
ship. Here the opportunity for 
penetrating insight and imaginative 
invention is richest. In a transi- 
tion period such as ours in which 
both government and _ industry 
have been overwhelmed by techno- 
logical change upsetting the an-. 
cient landmarks, the openings for 
reorganization are unparalleled 
in their variety and reach. Here 
is an area, in which if inhibitions 
are overcome, it is possible to reach 
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unrealized capacities of advance, 
or in case of failure to precipitate 
the most violent periods of disorder, 
setting back social development for 


many years or even generations. 


“The notion however that one, 


the political, is black and the other, 


the economic, is white has acted as 
a barrier to their legitimate union, 
or to a feeling that their progeny is 
of illegitimate nature.” 


. 


YAS ENATAN 


Dr. Merriam states that—“Out 
of the ferment of modern science, 
education, organization, technol- 
ogy, there will emerge new shapes 
and spirits of cooperation and con- 


trol, with new institutions and 


» 


values, facing the dawn of a new 
civilization.” 


BLS ELS 


Board member David Cushman 
Coyle is author of “Brass Tacks” 
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published by the National Library 
Foundation. ‘This is one in a series 
of elementary discussions which 
this publishing house has issued for 
popular consumption. ‘The price 
is 25c. Brass Tacks has been de- 
scribed as the best simplified discus- 
sion of the new economics from 
the engineers’ point of view. 


TAS 1S JES 
The Board of ‘Trustees will 


send to each member this month a 
letter asking for renewal of mem- 
bership together with a mono- 
graph describing the accomplish- 
ments of the Association during the 
first year of its life and its poten- 
tial effectiveness. 


Pay Gaya as 


The Board is ready to declare 
that preliminary experimentation 
by the Association lies behind and to 
forecast a permanent organization. 


Se aa and substantial growth of membership 
in National Economic and Social Planning Associa- 
tion, without artificial stimulation, is reported with grati- 
fication by the trustees. 

Thirty-two states, one territory and five foreign 
nations are represented. 

The foreign nations are 


China 
England 
France 
Germany 
Scotland 
The states in the order of preponderance of membership 
are: New York, District of Columbia, Illinois, Tennessee, 
Massachusetts, Pennsylvania and Ohio. 
The trustees of the National Economic and Social 
Planning Association suggest membership to persons 
interested, 
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APPLICATION FOR MEMBERSHIP 


National Economic and Social Planning Association, 
726 Jackson Place, 
Washington, D. C. 


Gentlemen: Please accept my membership in the 
Association. I enclose $2.00. 


Se ee eee eer Tey 
nn en en ee en een ne ce ewan wee enn nn mem nee een een nees 
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Planful Control 


By 


LEWIS L. LORWIN 


Economic Adviser, International Labor Office, Geneva, Switzerland 


Ya SAN our discussions today, 
x3 the concepts of planning 
4 for stabilization and ad- 
justing to instability— 
are often opposed to one another. 
As a matter of fact, they are not 
anti-thetical. Every economic 


system must have elements of in- 


: stability—that is, it can not but 
be subject to ups and downs, to 


fluctuations in the rate of growth, 
to variations in the proportional 


relations of its different parts, and 


_ by extraneous unforeseen develop- 


ments. I have but recently re- 
turned from a visit to Soviet Rus- 
sia, and have been much interested 


in observing the problems of dis- 


proportionality and variation in 


development which may arise in 


a planned economy of the Soviet 


_ type. 


But the elements of instability 


are of less importance, if the gen- 


eral economic framework within 


which they occur is accepted as 


stable. 


Such condition exists as 


long as an economic system can 


‘solve the problems arising out of 


instability by methods and devices 


which do not obstruct the flexible 


im 


functioning of its basic institutions 
and which make possible the pro- 
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gressive utilization of human and 
material resources. 

It is this general principle which 
appears to me to give direction to 
the present discussion on planning. 
Speaking broadly, what we have 
had in the Western World in re- 
cent years has been a sort of “Panic 
Planning.” It has been largely a 
series of economic measures 
prompted by fear of social conse- 
quences from the depression and 
by panicky haste to avert a general 
social collapse. 

The methods and results of this 
“Panic Planning” have been ques- 
tionable. Policies were hastily 
concocted with the idea of compen- 
sating groups for the costs of insta- 
bility by haphazard schemes of 
alleged stabilization which put 
arbitrary limits on the use of social 
energy and which tried to chain the 
wheels of economic expansion. It 
will be best for all of us if the 
partial recovery which has set in, 
will call a halt on this sort of 
planning. 

But the “panic planning” of 
these last years has had as one of 
its results the clarification of the 
basic issue, namely whether at this 
present stage of our development 
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we can adjust to instability without 
at the same time or first reshaping 
the basic economic and social fac- 
tors which should be held stable. 
This issue will not be solved of 
itself by the partial or temporary 
recovery such as is now under way. 

The debate on Planning is thus 
entering on a new phase, revolving 
around larger and more lasting 
proposals for basic stabilization 
within which adjustments to inevi- 
table instabilities may be made. 
The process is already in evidence. 
In most countries, even in such 
that are still regarded as models of 
laissez faire, e.g., Great Britain, 
the permanent features of eco- 
nomic change are being elucidated 
for the purpose of incorporating 
them into the economic scheme. On 
an international scale, a similar 
process is being furthered by inter- 
national organizations such as the 
International Labor Office. In all 
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cases, the drift of this process is 
towards planful control of strategic 
economic factors for social ends, 
which vary greatly but which have 
a common element, usually the 
need for raising the levels of living 
of the mass of mankind. 

True, this process is entangled 
today in national and international 
complications which threaten the 
security of every one of us. But 
this very situation is bringing home 
to the world the fact that the 
most pressing problems today are 
not partial and concrete schemes 


such as monetary stabilization, but 


the settlement of the general prin- 
ciples on the basis of which indi- 
vidual and national relationships 
are to be built. As this becomes 
clearer, we shall proceed more 
decidedly from “Panic Planning” 
pending recovery to permanent 
planning for peaceful and rational 
change. 


Social-Economic Planning and Regimentation 


wserose SESE 


By 


H. S. PERSON, 


Consultant in Business Economics and Management, New York 


T is difficult to group 
opinions which vary in 
almost continuous series, 
but for convenience in 

discussion we venture to classify 

current opinions concerning social- 
economic planning into two groups, 
as follows: (1) those which hold 
that it does not involve anything 
basically new, and consists in one 
or a few strategic environmental 
controls, such as a particular man- 

- agement of the currency, of credit 
issue, of stock-exchange operations, 
or of the tax system; and (2) those 
which hold that it involves con- 

siderably more than such controls 

as these, and would require a new 
institution for collective regular- 
ization of an economy. 

This latter point of view, which 

‘is that of the writer, may be pre- 

‘sented in the words of the Report 
of the Mississippi Valley Com- 
mittee (October 1, 1934, p. 222) : 

“Tn its common sense ‘planning’ 
is as old as man. Peasant, hus- 
bandman, merchant, industrialist, 
ruler, have always made plans. 

Such planning, however, pivots on 
the individual and carries the 

limitations of his particular inter- 
ests, abilities, and facilities, varies 


as these change, and terminates 
when his interest ceases. 

“Used by those who advocate 
planning of public affairs the term 
has come to have the technical 
meaning given to it by engineering 
and industry. Engineers in large- 
scale construction operations and 
managers of large-scale business 
enterprises have learned that the 
condition of success is a precise, 
co-ordinated, economical manage- 
ment of operations, and that this 
condition can be met only by the 
creation of an institutional mind 
which has its power of percep- 
tion (investigation, research), of 
memory (records), of reasoning 
(analysis), and of design (plan- 
ning). Such an institutional mind 
is a composite of, and yet is dis- 
tinct from, the minds of the indi- 
viduals of which it is composed, 
who, as individuals, may come and 
go; has a continuing life coinci- 
dent with the life of the enter- 
prise; and can think and arrange 
affairs with that large perspective 
made possible only by such char- 
acteristics. When a Goethals has 
assumed responsibility for the con- 
struction of a Panama Canal, or a 
Rockefeller has undertaken the 
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creation of an industrial enterprise, 
he has invariably set about the de- 
velopment of such an institutional 
mind as the only reasonable assur- 
ance of consistency of component 
operations and the success of the 
undertaking. 

“This capacity to think in terms 
of experience larger than that 
which comes to any individual, to 
define distant goals, to arrange 
highly efficient ways and means 
of attaining them, and to pursue 
these distant ends consistently, yet 
with a flexibility which permits 
adjustment to changing conditions, 
is the dominant characteristic of 
institutional planning. 

“The attainment of a compli- 
cated objective requires, first, the 
design of an arrangement of ways 
and means by this institutional 
mind; second, an actual manipu- 
lation of the ways and means— 
usually by another than the plan- 
ning agency—in accordance with 
the predetermined arrangements. 
Therefore responsibility, author- 
ity, and control are inherent in 
planning. Yet these can be—have 
been in certain instances—provided 
for in a manner and with a 
quality which is valued in a po- 
litical democracy. 

“To make responsibility, author- 
ity, and control both democratic 
and effective the planning and the 
execution must be in accordance 
with ‘laws of the situation,’ the 
situation including both the ob- 
jective and its environment. The 
planner must know as much as 
science makes possible about all 
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natural and human forces involved 
in the achievement of the objec- 
tive, must evaluate their degrees 
of flexibility and must arrange for 
either manipulation or conformity 
in accordance with their natures. 
This is an inexorable condition of 
planning, whether individual or 
institutional. Therefore in 
planning, the design must be such 
that, in execution, the control and ~ 
authority reflect—now obey and 
now manipulate—the forces in- 
herent in the situation, and are not 
the expression of arbitrary desires 
and unintelligent assumptions.” 

Opinions which express the view — 
that social-economic planning re- 
quires a new social institution, such 
as is indicated in the quotation 
above, may be divided into two 
classes: (1) those which hold that 
a large amount of direct regimen- 
tation of individual activity is 
involved; and (2) those which 
hold that regimentation may be 
limited and generally indirect. 

This latter point of view is 
based on the experience of industry, 
which is the only sector of society 
that has had genuine experience 
with economic planning in dy- 
namic situations. City planning or 
other area planning has limited 
pertinent experience to offer be- 
cause it has been concerned gener- 
ally with moderately dynamic— 
relatively static—factors. Indus- 
try only has been concerned with | 
actively dynamic factors. 

The experience of industry in 
planning has been that of pro- i 
gressively less met regimenta- 
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- tion of detailed activities; or, put 
more comprehensively, progres- 
sively more regimentation of con- 
trol in the field of policy and 
planning coupled with progres- 
sively less control in detailed 
executory activities. The former 
has made the latter possible. The 
worker in the modern planning- 
room-controlled shop is a much 
_ freer individual than his prede- 
~ cessor in the arbitrary-boss-con- 
trolled shop. 

Let us consider regimentation as 
related to consumption and to 
production. With respect to con- 
sumption—the objective of eco- 
nomic activity—we may consider 
consumer desires and purchasing 


power, which together create 
demand. 
1. Consumer desires. Notwith- 


standing vast expenditures in ad- 
-yertising to influence consumer 
desires and choices, the funda- 
‘mental effort of the best present- 


day management 1s to ascertain 
~ what the consumer wants and pro- 


vide it. “The producer who makes- 


a line of goods to please himself 
and expects the consumer to accept 
it, is obsolete. He belonged to 
the area of a scarcity economy. 
During the past 15 years the trend 
in management has been toward 
analysis of consumer desires and 
choices, market analysis, flexible 
production schedules, continuous 
modification of them, hand-to- 
mouth purchase of materials, stock 
‘control, etc., in order to avoid 
frozen inventories. On a con- 
sumers’ market the kingship of 


the consumer has become a reality. 
Some producers have arranged for 
continuous reports from retail out- 
lets concerning the changes in sala- 
bility of items, and many have sta- 
tistical departments engaged in 
continuous analysis of orders to 
procure running curves of item 
sales. Production schedules are 
controlled and periodically changed 
in the light of these analyses. 

Any national planning whose 
objective is “to give the American 
people the highest possible ma- 
terial and cultural standard of 
living” is confronted by essentially 
the same problem. With an excep- 
tion to be noted, it is not at all a 
matter of telling consumers what 
they may have; it is a matter of 
ascertaining what they desire. The 
highest standard of living will be 
more surely achieved by basing 
plans on free individual choice. 
The planning must promote oppor- 
tunity for intelligent choices, of 
course, chiefly by controls that 
compel producers to present speci- 
fications of products, especially 
those that are synthetic, as the 
greater number now are. There- 
fore one part of the new planning 
institution must be concerned with 
ascertaining consumer choices 
among the items offered by indus- 
try. This is the opposite of regi- 
mentation of consumption. 

The exceptions to free choice 
would result from a policy of con- 
servation of non-replaceable assets 
and provision for their wisest long- 
run use. ‘These assets would prob- 
ably not be numerous, but with 
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respect to them policy and action 
would have to be positive. It might 
involve public ownership, or estab- 
lishment of quotas for private 
owners, or control through prices. 
In the field of land use it might 
involve zoning, and coordination 
of the uses to which various areas 
are devoted. This would result 
in limitations to freedom of use by 
owners of certain resources, but 
not in regimentation of consumers 
and producers generally in any 
fundamental way. 

2. Purchasing power. It is in 
the field of planning stability of 
purchasing power that institutional 
planning would find its most stra- 
tegic problems and its greatest op- 
portunity. Here regimentation as 
generally understood would be 
limited; regulations restricting 
freedom of certain individual activ- 
ities would be required, but these 
would not properly be character- 
ized as constituting regimentation. 

Aggregate nominal purchasing 
power would, of course, be a func- 
tion of production and exchange, 
and would depend on aggregate 
production of commodities and 
services desired, exchanged and 
consumed. This production would 
be the automatic product of the 
entire planning process. The 
more nearly production meets de- 
mand, in detail and without waste, 
the greater the aggregate nominal 
purchasing power. 

However, the effectiveness of 
nominal purchasing power depends 
primarily on its distribution among 
consumers; particularly the rela- 
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tions of wages, dividends, interest 
and rent, the proportions devoted 
to needed investment spending and 
to consumer spending, the stability 
of the price level, and the flex- 
ibility of the price structure. These 
are not unit factors; they are com- 
pound. Many other more nearly 
unit factors must be controlled 
through general and specific regu- 
lations to bring about suitable cir- 
cumstances with respect to each of 
these: management or regulation 
of the currency, banking generally, 
credit, investment, taxation, and 
price relations within the price 
structure. Regulation of price 
relations would of course offer the 
greatest difficulties, and would 
probably require public owner- 
ship and operation of many basic 
services and industries, including 
particularly those that are mono- 
polistic when privately owned, 
as evidenced by the relation 
between rigidity of price and 
flexibility of production (employ- 
ment). In other instances general 
direct regulation of basic indus- 
tries might be necessary—limited 
dividend private corporations. In 
still others the yardstick principle 
might have to be expressed through 
competing public enterprises. 
What, when and how can be de- 
termined only after planning has 
been begun; until planning has 
been under way all the pertinent 
data will not be available for these 
determinations. 
This matter of data is funda- 
mental. It may be true generally 
that those who gather data are not 
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good at determining policies and 
formulating plans; the functions 
require different orders of talent. 
But this generalization should not 
be pushed too far. The two orders 
of talent are supplementary, and 
each is incomplete without the 
other. One of our greatest finan- 
cier-industrialists — exaggerating 
for the purpose of emphasis—once 
said that he no longer has to make 
decisions; ‘“The planning people 
do that for me.” What he meant 
was, of course, that the area with- 
in which he has to use his ripe 
judgment is delimited by inescap- 
able conclusions presented by the 
planning data; that he can focus 
his mind strictly on making judg- 
ments and does not have to compli- 
cate his problem by guessing at 
the facts. 

__ The experienced industrial engi- 
_neer who inspects a planning room 
does not attach major importance 
to the presence of conventional 
functionaries—heads of routing, 
‘scheduling, order-of-work and 
He asks to see the 
data files. The quantity, quality 
and organization of data, not pri- 
marily the functionaries, tell him 
whether effective planning is likely 
to be realized in that enterprise. 

So it must be in social-economic 
planning. Before those agencies 
who are to determine policies and 
formulate plans can do either of 
‘these effectively—let us assume 
they are the Administration and 
the Congress—there must be basic 
data relative to their problems 


available. These data must be 


current and reflect the continuous 
changes of a dynamic society. Only 
a functionalized planning unit can 
procure, classify and analyze them. 

‘That is why one thinks back to 
the bills introduced by Senator 
La Follette and Congressman Per- 
son in the third session of the 
seventy-first Congress and the 
first session of the seventy-second 
Congress respectively. “They made 
provision for accumulation of basic, 
dynamic data. Much subsequent 
discussion has forgotten about that 
necessity. 

We have here been concerned 
chiefly with the relations of plan- 
ning to consumption—consumer 
choices and purchasing power— 
and have left little space for con- 
sideration of production. This 
has not been accidental. It is our 
judgment that the strategic points 
of planning lie in the field of con- 
sumption rather than in the field 
of production. In this field where 
the strategic points lie, there is ap- 
parently only moderate call for 
regimentation in the nature of im- 
mediate and direct control of 
individual enterprise. 

It is reasonable to expect also 
that, given the general controls 
necessary to carry out plans for 
promotion of individual choice in 
consumption and ascertainment of 
current trends therein, and for 
maintenance of widely distributed 
purchasing power, there need be 
little direct control in the field of 
production. Here, as an experi- 
mental beginning at any rate, indi- 
vidual initiative as a great eco- 
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nomic force should be allowed a 
fairly open field. Given complete 
public information concerning the 
course of voluntary demand among 
the items offered for consumption, 
and the relation thereto the exist- 
ing production capacity for each 
line, and given also controls that 
would keep investment spending 
and consumption spending in bal- 
ance, regulate the issue of new se- 
curities, maintain a stable general 
price level, and promote flexibility 
within the price structure, indi- 
vidual initiative in production 
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could apparently be considered a 
beneficent force in the achieve- 
ment of a higher standard of liv- 
ing for a people. One can envisage 
on the foundation of controlled 
service enterprises and __basic- 
materials industries a great super- 
structure of free enterprises, most 
of them small or medium-sized in 
nature, that produce and: offer 
goods having individual use and 
style characteristics—a superstruc- 
ture of highly productive competi- 
tive industry resting on the foun- 
dation of controlled basic service 
and materials enterprises. 


a 
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_A Closer View of the Machinery"oh-Contéol 


By 


CHARLES E. 


N revolution or insurrec- 
tion, in the expansion of 
territory by conquest or 
even by purchase or dis- 

covery, there may be seen many of 

the important strategic controls 
which are immanent in the poli- 
tical process. The types of resis- 
tance and the grooves of possible 
advance are sometimes more 
clearly revealed here than else- 
where in human experience, when 
as in a lightning flash the darkness 
is driven back for an instant while 
the landscape of the political scene 
is revealed. 

But the strategy of control sys- 
tems may also be observed in other 


situations than those just discussed, 
‘since broad sweeps of change are 
made by relatively peaceful pro- 


cesses. The smoothly running 
systems of regulation requires the 
least force to supplement its own 


appeals and attractions. The suc- 
‘cess of the system is not measured 


by the number and variety of its 
controls, but by their strategic lo- 
cation in the given situation. The 
clumsier the system, the more ob- 
vious, disagreeable and rough are 
its efforts at human conciliation 
and cooperation. It cannot be too 
often repeated that steel and gold 
are only claims to service, which if 
not recognized when presented 
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have no validity. The currency 
must be legal tender and the law 
must be accepted; and the mili- 
tary order must be recognized as 
coming from someone with the 
recognized right to command. 
Otherwise the currency is waste 
paper and the command it a piece 
of acting—the more raucous the 
bark the more amusing to the 
bystanders. 

There is ample room for many 
“Essays in Persuasion” in dealing 
with the strategic controls essen- 
tial in any regime or any set of so- 
cial directives. “The bedside man- 
ner of the surgeon is important 
but that of the psychiatrist is more 
so. ‘There is more psychiatry than 
surgery in planning. Many forms 
of control fall in the category of 
the chemical type. The glandular 
type, figuratively speaking, the 
formula of medication, rather than 
of brute force. 

The high purpose of statesman- 
ship is the attainment of the recog- 
nized social objective with the 
greatest possible conservation of 
social energy, with the minimum 
of loss and the maximum of gain, 
taking the situation as a whole. 
From time to time the lines of reg- 
ulation fall in different ways of 
life—affecting now one and now 
another set of values, interests, and 
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symbols, and attempting a reor- 
ganization of them in more gen- 
erally useful directions. Now it 
may be religious area, now a terri- 
torial or neighborhood, now an in- 
dustrial, now a cultural area. And 
always each area must be consid- 
ered in relation to-all the others, 
since the social pattern operates as 
a unit, and a relatively slight mal- 
adjustment in one zone may cause 
acute distress in many other zones. 

In swiftly changing situations 
some values must be rudely disre- 
garded, however respected other- 
wise. Thus in a fire the ordinary 
values are reversed as axes, power- 
ful streams of water or in ex- 
treme cases dynamite is employed 
for the destruction of valuable 
property; household furnishings 
are roughly thrown out; women 
are snatched from their beds by 
men they have never met. Relig- 
ious pictures may be cast out of 
the window, paper stocks, bonds, 
and currency are allowed to burn 
while a child or a dog is carefully 
rescued, In flood, famine, indus- 
trial panic, the value and behavior 
patterns are suspended or reori- 
ented sometimes for the moment 
and sometimes forever, as new lines 
of organization and control emerge 
from obscurity. 

The relatively simple case of 
traffic regulation illustrates the na- 
ture of strategic controls. In a 
possible system there might be 

(a) No rules of the road what- 
soever, or 

(h) It might be required that 
every vehicle come to a full stop 


at every intersection, that the 
speed limit should not exceed ten 
miles an hour, and that governors 
should be placed on all vehicles 
to insure the rate of speed; or that 
some device be attached to motors 
indicating an excess rate of speed, 
or even throwing strips of paper 
with the rate of speed indicated. 

What happens is of course that 
strategic streets and intersections 
are chosen for stop lights or as one 
way streets, that red glass reflec- 
tors are set_up, that rates of speed 
are calculated at what is reason- 
able with changing motor develop- 
ment; and that in consequence life 
and limb and property are safer, 
and that the tide of traffic is helped 
rather than hindered on the whole. 

The strategy of control leans to 
the side of science, rather than to 
the sword, to cooperation rather 
than coercion, to medicine, educa- 
tion, management, rather than to 
violence or even to the sanctions 
of traditional law. 

In dealing with an intricate and 
sensitive industrial organization, 
strategic controls are even more 
significant, for around them gather 
most thickly the clouds of misun- 
derstanding and misinterpretation. 
Here the alternatives of state mo- — 
nopoly and of laissez faire are 
most sharply presented and most 
vigorously defended with warlike 
propaganda and with reasoned 
ideologies in full swing. As al- 
ready indicated, it is precisely in 
this field that the antithesis be- 
tween political controls and eco- 
nomic controls is most strongly 
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emphasized, owing in part to the 
philosophical fallacies of Mill and 


Marx. 


But exactly here the meaning of 
stretgic controls is most important 
and understanding most urgently 
demanded by the higher states- 
manship. Here the opportunity 
for penetrating insight and imagi- 
native invention is richest. In a 
transition period such as ours in 
which both government and in- 
dustry have been overwhelmed by 
technological change upsetting the 
ancient landmarks, the openings 
for reorganization are unparalleled 
in their variety and reach. Here 
is an area, in which if inhibitions 


are overcome, it is possible to reach, 


unrealized capacities of advance, 
or in case of failure to precipitate 
the most violent periods of dis- 
order, setting back social develop- 
ment for many years or even 
generations. 

The notion however that one, 


- the political, is black and the other, 


the economic, is white has acted as 
a barrier to their legitimate union, 
or to a feeling that their progeny 
is of illegitimate nature. 

It is with such a sentiment that 


_ fascism has turned in the direction 


of the totalitarian state and com- 
munism in the direction of anarch- 
ism, with temporary government- 
alization of the industrial process 
as a whole. It is this dogmatism 
which has stood in the way of 
breaking down many of the bar- 
riers between types of direction 


which are difficult to classify as 


economic or political, but which 


are vitally necessary in the course 
of social development of western 
nations. 

It may be asked what are some 
of these emerging and _ possible 
forms of regulative action, on the 
border line between the classical 
political and the classical eco- 
nomic? Some of these have al- 
ready been considered but there are 
many others operating and others 
to be developed. Among these 
contrivances are such as the fol- 
lowing: 

Quasi - governmental 
tions. 

Joint stock participation by gov- 
ernment and industry. 

Differential taxation. 

Contingent incorporation. 

Organization of Cooperatives. 

Joint development of trade prac- 
tices—codes. 

Licensing and regulation. 

Public work and the business 
cycle. 

Semi-governmental control of 
credit. 

Semi-governmental control of 
capital allocation, as in public 
utilities. 

‘Transportation and Communi- 
cation services and rates. 

Land tenure regulation 
land use. 

Water uses—Mineral uses. 

Regulation of securities. 

Control of process of inheri- 
tance. 

Validation of claim to property 
and use thereof. 

Types of wage and price regula- 
tion. 


corpora- 


and 
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Validation or invalidation of 
contractual relations. 

Education. 

Health and Recreation. 

Security. 

Within this field there are in- 
numerable varied types of stra- 
tegic controls. In private enter- 
prise controls have been exercised 
by the possession of a relatively 
small but strategically important 
bottleneck in the enterprise. This 
is easily seen in railroading where 
the holding of a small line may be 
controlling; in mineral develop- 
ment where a small vein may prove 
decisive; likewise in the domain 
of water power where control may 
rise from a small stream or stretch. 

It has been suggested, for ex- 
ample, that the government might 
effectively control the banking sys- 
tem by assuming the security func- 
tion and delegating the others to 
banking institutions, perhaps first 
to wholesalers in money and credit 
and then by them on down to the 
local retailer in credit. 

Estimates of capacity for pro- 
duction and comments on the sys- 
tem of production may in them- 
selves serve as useful forms of con- 
trol, in the advisory and informa- 
tive realm, without proceeding to 
direct indication of allocation 
within certain limits or otherwise. 
The possibilities in this direction 
have been considered in the case of 
public utilities subject to public 
regulation, and in dealing with ex- 
haustible minerals. In times of 
stress, a War Industries Board 
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may go farther and establish prior- 
ities of production. 

Other types of controls may be 
established by what might be 
termed strategic rivalry, as more 
recently named. Just as private 
services may indicate to the gov- 
ernment courses of action, so the 
state may indicate lines of activity 
which may lead to modifications of 
private behavior. 

The government may demon- 
strate a form of service, as in the 
case of a municipal electric light- 
ing plant or a power plant, which 
may serve as an incentive or in- 
ducement to private owners to bet- 
ter their service or their rates. 

Important forms of demonstra- 
tions are made by government, as 
for example, erosion demonstra- 
tions, housing developments, farm 
engineering ; and the effect of these 
may be far reaching. It is of 
course equally possible for private 
interests to demonstrate the use- 
fulness of some form of public ser- 
vice, which may subsequently be 
taken over by the political agency, 
as in the case of health demonstra- 
tions in many fields. In many 
communities there is wide oppor- 
tunity for such reciprocal demon- 
stration. New techniques are de- 
veloped in this matter, often of 
the very greatest value to the 
civilization in which they are 
cultivated. 

An important type of strategic 
control is exercised by means of 
rates for the transportation of per- 
sons and goods. Differential rail- 


way or other transportation rates 
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may determine the fate of a com- 
munity, and historically have been 
employed for that purpose. To the 
extent that such rates are controlled 
or directed by the government, it 
may exercise a pronounced influence 
on the location of industry and pop- 
ulation. And this may be brought 
about without governmental own- 
ership of transportation systems, 
if it is desired to do so. In like 
manner extension of power service 
by electric lines and by differential 
rates is of far-reaching importance. 

Tariffs and subsidies are like- 
wise powerful instruments in the 
determination of industrial policy, 
and constitute one of the most 
powerful controls in the hands of 
political association. They lend 
themselves, however, to adminis- 
trative types of control rather than 
to legislative or judicial manipu- 
- lation. 

In the intimate study of control 
systems, it will be found useful to 
examine some of the earlier doc- 
trines in the shadow of which the 
modern concept grew up. ‘The 
doctrines of legally protected in- 
terest, for example, offers many 
illustrations of the social situation 
in which the political order reaches 
out to protect with the arm of 
legality. But then the question 
arises, what precisely is the nature 
of this ‘interest,’ what are its 
origins, its modifications, its impli- 
cations, what is its role in social 
relations? What are the criteria 

by which the claims of “interest” 
are validated? Not every asser- 


tion of the individual interest be- 
comes a legally protected interest. 

On the other side there are in- 
terests identified as “public” inter- 
ests. In the United States busi- 
ness “affected with a public inter- 
est” is pro tanto declared to be sub- 
ject to public regulation. But what 
constitutes a “public” interest as 
against a private interest; or when 
may a public interest rightfully im- 
pinge upon a private interest, or 
vice versa? 

The law of contract also affords 
many examples of zig-zag boun- 
dary lines between the public and 
the private. What kinds of con- 
tracts are legally enforceable and 
under what conditions, with re- 
lation to the public interest espe- 
cially? Here the question springs 
up, what is the nature of the agree- 
ment which can be enforced by 
the state, or will be? This prob- 
lem arises in Moscow as readily as 
in Paris or London. There are, to 
be sure, contracts “contrary to 
public policy” which will not be 
protected at all; and a larger num- 
ber on the border line between 
acceptability and indifference on 
the part of the state. We enforce 
some contracts within the borders 
of an industry but forbid types of 
contracts between industries if 
they promote monopoly. We for- 
bid a wide variety of compacts in- 
consistent with the social policy of 
the time, picking out patterns of 
public approbation and disapproval. 

The reasoning in these border- 
line cases illustrates admirably the 
search for the interpenetrations of 
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the public and the non-public; and 
the difficulties of the jurist are 
made all the greater by his adher- 
ence to an artificial system of dis- 
tinction between the public and 
the quasi-public or the private. In 
the soviet system these instances 
are particularly “notable, even 
where a collectivist system has been 
proclaimed the courts still find 
types of agreements which are es- 
sentially private in nature or would 
be held so under a different ideol- 
ogy. When the human will is pro- 
jected after death in the form of 
inheritance, other difficult prob- 
lems of public policy arise, and 
many answers may be given. 

And the question arises inevit- 
ably what types of cases will be 
relegated to private determination 
by ecclesiastical courts, commer- 
cial courts, base-ball judges, and 
what types held to be within the 
range of public review and pro- 
tection? Precisely at this point it 
is possible to see clearly how the 
lines between public and private 
relationships shade over into each 
other. 


sider the concept of ownership and 
its varlous meanings in investment, 
management, control, influence, 
upon human behavior. The sharp 
antithesis between private property 
and public property does not stand 
analysis, especially under modern 
conditions, and struggles based 
upon an assumption of complete 
exclusiveness assume the air of 
futilitarianism. 

The problem of what may be 
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called privacy and of publicity is 
by no means peculiar to property 
relations, but runs through every 
way of social life. Is there to be 
found a sharp dividing line be- 
tween what is private and what is 
public, and can that line once 
marked be held to be unchanging 
in its fixation; or will it be liable 
to alter under social pressure and 
notice ? 

A large part of the material 
property in any country is already 
public. Compute the streets, pub- 
lic ways and places in any city 
and it will appear that the city 
owns _~ per cent of the total area 
of the town; compute the areas 
owned by the United States and 
the State and other subdivisions in 
the United States and it appears 
that __ per cent of the total is in the 
hands of the government. 

But more than that in the com- 
plexity of modern industrial rela- 
tions the problem of actual owner- 
ship becomes increasingly intricate. 
Is the particular industry owned 


' by the majority of the stock hold- 


| ers, or by an active minority; or 
It may be found useful to recon- | 


by the creditors, or by the mana- 
gers whose skill is so indispensable 
that they can make or break the 
business, or perhaps by the bank- 
ers? Or perhaps the government 
may be a large owner in the banks 
that own the business that the 
shareholders or perhaps the bond- 
holders think they own. When 
holding companies are superadded 
to this structure of doubt, the pos- 
sibility of specifically allocating 
ownership, or of determining what 
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is the significance of ownership be- 
comes proportionally greater. 

In conclusion, a nearer view of 
the control system shows a variety 
of interlacing systems, an intri- 
cate pattern of regulating and in- 
terregulating systems. Some of 
these are political, some are eco- 
nomic, some are familiar, some 
are religious, some are cultural; 
depending upon the type of social 
tension at a given time, one or 
the other of these regulative sys- 
tems may be most active. Their 
functions are to some extent inter- 
changeable—so that the cardinal 
may wear the ecclesiastical hat and 
the shirt of steel. New forms of 
regulative systems appear and dis- 
appear as the problems they con- 
front burn into the picture and 
then fade out in the background. 
Pestilence, war, poverty, famine, 
fire and flood, invention, discov- 
ery, ideas, personalities, shift the 
_ form of these patterns of thought, 
action, habit. In darker hours of 
crudeness and clumsiness, the hem- 
lock, the cross, the firing squad, are 
our guides; in happier moments 
conciliation, cooperation, consent, 
persuasion, serve as the leaders of 
social change and devise the regu- 
lative system to meet the newly 
emerging problem. Happy is the 
people with vision to discern early 
the signs of change, with swift 
intelligence to devise the modes of 
changing with change, with cour- 
age and faith to blend the old into 
the new before the evil spirits of 
pessimism and violence begin their 


dire work. The inventive faculty 
of man has not yet exhausted all 
the moulds of ingenuity, all the 
models of cooperation, contrivance, 
coercion. 

On the ingenuity and _ skill 
with which the social inventive- 
ness of our time develops and the 
readiness with which inventive 
suggestions are received and made 
effective, depends in large measure 
the future of our civilization. The 
old structures are always con- 
stantly being outworn, but in a 
rapidly changing period such as 
ours, the tempo of change is very 
swift, and unless ingenuity, adapta- 
tion, and adjustment are equally 
fast, disaster is here. The shuf- 
fling of many restless feet, the 
shrill voices of discontent, arising 
in many lands ;—these are the sure 
signs of an impatience which can- 
not forever be satisfied with glori- 
fication of things as they are; of 
impatience which experience teaches 
may ripen into actions of protest 
violent and undiscriminating; of 
an impatience which will break a 
deadlock between politics and 
economics with the higher syntax 
of force. 

In these critical moments it is 
important to look at the control 
and regulative systems as they are, 
not as we wish they were. ‘True, 
leaders will follow their problem 
where it leads through the com- 
plicated labyrinths of human life, 
through interests, ideas, values, 
following the way to effective 
forms of regulation which pro- 
mote the happiness and security of 
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mankind no matter by what name 
they be called. Our guides will 
not look at the labels political, eco- 
nomic, social but at the effects on 
human life and happiness. Long 
ago we were warned against put- 
ting new wine into old bottles. Out 
of the ferment of modern science, 
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education, organization, technol- 
ogy, there will emerge new shapes 
and spirits of cooperation and con- 
trol, with new institutions and 
values, facing the dawn of a new 
civilization. For the life of life 
is changing its forms to fit its 
changing forces. 


Planning Government for} Planning 


By 


eT 
at 


PHILLIPS BRADLEY 


sfeqyj HE present flood tide of 
“] planning suggestions, 
7~54 programs and agencies 
in the United States re- 
quires channeling and control if it 
is to result in raising the level of 
social economic welfare in the 
country. In a governmental sys- 
tem where planning, like most 
other activities, is achieved through 
consent, there is always the danger 
that the development of programs 
will outrun the opportunities for 
their effective application. 
Planning problems fall into two 
broad fields—functional, and ad- 
ministrative or jurisdictional. A 
good deal of attention has been 


_ given to the first, both traditionally 


and contemporaneously; the sec- 
ond has received relatively little 
attention. The movement for the 
physical planning of cities and 
towns is now well over a quarter 
century old and has developed both 
a tradition and a technique. Its 
extension into wider areas through 
the development of regional plans 
has similarly become well estab- 
lished practice. Most recently the 
conception of applying planning 
principles to new functions, social 
and economic, has received in- 
creasing attention. But all of 

these depend in the long run upon 
their application through an effec- 


tive administrative agency and ade- 
quate jurisdictional authority. 
Planning of administration may 
turn out, therefore, to be the most 
important factor in the conversion 
of functional programs into reality. 

The recent study by Professor 
William Anderson of the Univers- 
ity of Minnesota on “Units of 
Government in the United States” 
at once outlines one aspect of the 
problem which will be considered 
here, and raises the issue of formu- 
lating a plan for government 
capable of putting planning into 
operation. He has traced 175,368 
units of local government in our 
48 states, ranging all the way from 
93 in Rhode Island to 17,336 in 
Illinois. Breaking these numbers 
down into the various types of 
units, Professor Anderson indi- 
cates the great variety and con- 
fusion in these units within any 
state—variety and confusion in 
terms of overlapping geographical 
areas and populations, legal au- 
thority, functional activity, gov- 
ernmental organization. For in- 
stance, the average area of all units 
of local government varies from 
3.23 square miles in Illinois to 
307.80 in Utah (with an average 
of 178.33 for the country as a 
whole), while the average popula- 
tion per unit of local government 


18 PLAN 


varies from 139 in South Dakota 
to 10,133 in Maryland (with an 
average of 412 throughout the 
United States). While it is true 
that over 125,000 out of the 175,- 
000 units are composed of school 
districts, there still remain nearly 
three times as many. units of gov- 
ernment as Professor Anderson 
suggests as sufficient for effective 
state and local administration. 

But even more important than 
the variety and confusion of areas 
and functions are the political im- 
plications of our existing govern- 
mental structure. No one who has 
observed local government at close 
range will dispute the observation 
that more frequently than not it is 
the last stronghold of vested eco- 
nomic and political interests which 
can always find “good” reasons for 
leaving well enough alone so far as 
the structure and organization of 
these local units are concerned. 
Again, no one who has observed at- 
tempts within particular states to 
reform existing county govern- 
ment will underestimate the 
enormous political handicaps which 
structural and functional reorgan- 
ization of county government 
faces. Moreover, a good many 
million dollars have been spent in 
the United States in the last fifteen 
years on developing regional plans 
for large metropolitan areas, in- 
cluding numerous counties, cities 
and towns in a comprehensive pro- 
gram of physical planning. With 
very few exceptions these plans re- 
main unutilized blueprints—ster- 
ile in large part because a crazy- 
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quilt of local government units 
smothers these embryonic attempts 
at charting coordinated commun- 
ity development. Finally, when we 
consider methods of interstate co- 
operation on any wide regional 
basis for particular functions of 
common interest, experiment to 
date at least indicates the many 
obstacles in the way of a genuine 
cooperation in a program of plan- 
ning which attempts to control the 
basic economic and social interests 
of the area. 

This somewhat pessimistic pic- 
ture of the effect upon planning of 
our existing structure of govern- 
ment is presented in order to sug- 
gest the importance of direct 
consideration of the political and 
administrative aspects of planning 
concurrently with its geographical 
and functional aspects. If our 
plans for improved regional or 
functional development are to bear 
fruit must we not plan government 
no less assiduously in order to ar- 
ticulate our blueprints in terms of 
going projects ? 

At the present time the invalu- 
able stimulus of the national gov- 
ernment has succeeded in bringing 
to life many moribund local plan- 
ning agencies, and in creating state 
planning agencies in practically 
every state. The acceleration of 
attention to planning problems on 
the functional side has been enor- 
mous. Such reports as those of 
the National Planning Board, the 
National Resources Board, and the 
Mississippi Valley Committee— 
and others which no doubt will 
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planning. 
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follow these preliminary outlines— 
will go far toward awakening the 
public’s consciousness of and quick- 
ening its interest in long range 
functional and broad scale re- 
gional planning. But will not, as 
in the past, the confused and unco- 
ordinated structure of our local 
and state governments still prove 
the refuges of those vested inter- 
ests which may stand to lose as a 
result of such programs, and which 
will be quick to seize upon tradi- 
tional political ideas and long ac- 
cepted administrative procedures to 
throw up effective barriers to the 
application of these plans? 

It is intended to do no more 
than raise the question here. The 
solution for the problem lies, per- 
haps, in a national initiative. Crit- 
ical attention to the problem of 
_ planning government for planning 
_—an attention as critical at least 
as that given to the functional or 
regional aspects of planning—is a 
‘prerequisite to effective national 
The present attention 
of the national government’s plan- 
ning agencies to this problem re- 
mains quite properly in the stage 
of initiation, but the coordination 
of the many agencies now in exis- 
tence is a no less important con- 
current problem. This coordina- 
tion will take place, no doubt, in a 
number of ways, experiments in 
which have been developed—all 
the way from local “unions” of 
government agencies or units to 
national control through some 
such body as the TVA. It is prob- 


able, however, that a repatterning 


of our local government units will 
remain an indispensable prerequis- 
ite to any effective functional plan- 
ning. 

Perhaps the impetus to coordi- 
nation will be best achieved 
through federal action. As the 
federal government is spending 
many millions of dollars through 
existing planning agencies, state 
and local, so it has a fairly clear 
responsibility for such coordina- 
tion. ‘The present relationship of 
consent between the national and 
state and local governmental units 
may very well be broken once fi- 
nancial responsibility begins to be 
shifted from the national to the 
state and local units. It is doubt- 
ful whether—at least beyond the 
more obvious physical aspects of 
planning, such as highways, parks, 
forests, or water supplies—long- 
range coordinated planning can be 
achieved through local agencies 
and local units without a greater 
degree of responsibility, at least for 
the blueprint stage, in a central 
(national) planning agency. Short 
of a revolution such as that in 
Germany which swept away the 
Lander with a stroke of the pen— 
and, perhaps, even with it—it is 
unlikely that our states, or for that 
matter many of the subordinate 
but not less securely rooted units 
of government, can in the near fu- 
ture be ignored. Integration in 
planning will succeed to that de- 
gree in which effective political 
and administrative direction from 
outside the areas of special-interest 
controls can be applied. 
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An experiment in this direction 
may be observed in those states 
which like Ohio provide for Master 
City Plans covering extra-terri- 
torial urban areas beyond the limits 
of a large city. These plans have 
no mandatory authority on prop- 
erty owners who may choose to 
ignore them on their own proper- 
ties which they are developing be- 
yond the existing areas of the plan’s 
application. But if the plan is 
later extended by statute or ordi- 
nance, to hitherto uncontrolled 
areas of the city or its surrounding 
area, damages may not be claimed 
for costs involved in rectifying lost 
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_or subdivision layouts to conform 


to the Master Plan. By combina- 
tion of a similar authority in the 
national government to establish 
Master Plans both as to regions 
and functions, with a system of 
federal grants in aid for putting 
these plans into operation, one pos- 
sible procedure for planning gov- 
ernment for planning might be 
tested in action. Such a procedure 
would leave the initiative for de- 
veloping a new pattern of local 
government to the administrators 
of existing units at the same time 
that it would provide an incentive 
to their cooperation. 


ee 


- nomic social planning. 


Obstacles to Central Planning 


By 


a 


M. H. HEDGES 


MYHE idea of national eco- 
nomic planning as a 
function of the state re- 
mains pretty much at the 
same point as it was in 1930 in the 
United States, that is in the forma- 
tive stage. It is true that one of 
the goals of the National Indus- 
trial Recovery Act was admittedly 
to raise purchasing power, and this 
aim is admitted by planners as 
laudable and legitimate—one of 
the major aims of national eco- 
However, 
wage adjustments as administered 
by NRA had only to do with min- 
imum wages for unskilled and 
semi-skilled workers. This mini- 


mum wage averaged $15.00 per 


_ brackets. 


week, and no doubt represented an 
increase for workers in the lower 
However, nothing was 
done by NRA to bring about an 
increase for skilled workers. In 


fact, the legal department of NRA 
- even opposed the writing of wage 
scales for skilled workers 


into 
codes. A hopeful attitude was 
maintained by NRA that differ- 
entials as between skilled and un- 
skilled which existed prior to in- 
stitution of codes would hold good 
thereafter. What actually hap- 


pened in practice was that mini- 


mum wage scales for unskilled 
were raised at the expense of scales 


paid to skilled workers. Differen- 
tials were not maintained and total 
payrolls and therefore total pur- 
chasing power were not increased. 

It is natural to ask at this point 
what kind of planning, if any, was 
stimulated by the National Recov- 
ery Administration. The NRA 
gave an urge to that type of indus- 
trial planning which is the inevit- - 
able accompaniment of monopoly. 
Those industries which are ambi- 
tious for monopolistic control fav- 
ored the type of planning toward 
which impetus was given. ‘This 
type of planning depends upon sev- 
eral factors: 


The anticipation of market 
needs. 

The balance of production with 
consumption. 

An ever-increasing margin of 
profit. 


The policy of the American 
Telephone and Telegraph Com- 
pany, huge holding company of the 
Bell telephone system, controlling 
95 per cent of the telephone busi- 
ness of the United States, is an ex- 
cellent example of a planned 
industry as the type described. 
Through a study of population 
trends the telephone company is 
able to anticipate the telephone 
needs of any neighborhood or com- 
munity over a period of 10 years. 
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Through its manufacturing branch, 
the Western Electric, it produces 
the telephone materials to be used 
to meet this market, thus balan- 
cing production and consumption. 
It has consistently paid a 9 per 
cent dividend over a period of 10 
years or more, and it has carefully 
reserved from profits a huge sur- 
plus and contingency fund that has 
steadily mounted year by year even 
during the depression years. ‘The 
wages paid by this monopoly to its 
260,000 employees have averaged 
about 70 cents per hour or $26.00 
per week. Employees engaged in 
the telephone business have no fu- 
ture in the sense that they may 
progress to higher salaries or to 
higher position. They are attached 
to the industry for life with no 
optimistic prospects. They are 
generally unorganized and _ their 
share of the value of the product 
manufactured and sold is small 
compared to that put back for re- 
serves and surplus and paid out in 
dividends. From the point of view 
of the investor the telephone mo- 
nopoly is a planned industry 
achieving a brilliant success. From 
the point of view of labor and the 
telephone subscriber it is a planned 
industry that exploits both the 
public and the worker. The NRA 
took the position at the public hear- 
ing that the contention of labor 
that hours should be shortened and 
wages increased was impossible of 
fulfillment simply because the 9 per 
cent dividend could not then be 
paid and the usual reserve laid by. 

The construction industry pre- 


sents another case where planning 
of the industrial type was stimu- 
lated. The construction industry, 
it should be remembered, is dis- 
tinctly an unregulated chaotic in- 
dustry. It is made up of thousands 
of units which fluctuate and van- 
ish from year to year, forced into 
a kind of regimented cooperation 
purely by the nature of the job 
performed, that is, that of erection 
of buildings. The industry is car- 
ried on by general and sub-contrac- 
tors. Most of the businesses are 
local; a few national. Any homo- 
geneity that has been achieved has 
been achieved through labor organ- 
izations which have national and 
international ramifications. For 
years, manufacturers of building 
materials, which are corporative 
enterprises on a national scale, 
have had eyes upon the construc- 
tion industry as a possible field for 
monopolistic grouping. These 
manufacturers sought to achieve 
this end by formation of a code 
regimenting all the trades and in- 
dustry thereunder. ‘This code was 
rejected by the NRA, but regi- 
mentation was advanced by the 
creation of a basic construction 
code providing for national. con- 
struction planning and adjustment 
boards. These boards have the 
practical function of seeking to 
eliminate jurisdictional disputes 
between trade unions, but these 
boards may also seek to force this 
disparate industry into a unit. The 
code states: 

“The National Construction 
Planning and Adjustment Board — 
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shall have for its fundamental pur- 
pose the planning and the develop- 
ment of policies that embrace the 
broad spirit of cooperation and 
good will in the furtherance of all 


_ matters that relate to the promo- 


tion of better relations between 
employers and employees within 
the industry and the furtherance 
of other matters of their mutual 
interest. It shall have the author- 


- ity upon its own motion to select 


yn ane 


technical advisers and seek the co- 
operation of all factors involved 
in the stabilization and promotion 
of the well-being of both employ- 


ers and employees in the industry, 


and shall have the authority to 


make such rules and regulations 
_ for its own conduct as it may deem 
_mecessary.””’ 


Whether this particular activity 


of the code authority under the 
Construction Code really develops 


into an authentic planning depart- 
ment remains to be seen. 
The radio broadcasting indus- 


try is another case in point. This 
is a public utility under private 


control. It reports to the Federal 
Communication Commission. It 
‘numbers about 500 employers, 


11,000 employees, and 17,000,000 


— consumers. 


There is nothing in 
the Code of fair competition for 


this industry that takes into con- 
sideration the great outlying ter- 


-ritory covered by the consumption 
branch. This is a small compact 
‘industry with a small investment 
relatively on the part of owner- 


ship and management, and with a 
huge investment relatively on the 
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part of the consumers. It might 
well form a laboratory for sound 
industrial planning. Nothing of 
this kind was set up within the 
code. However, the National Re- 
covery Administration did provide 
that the industry make a careful 
census of wages, hours, working 
conditions, and other labor ques- 
tions within the industry and use 
these for a basis for changes in the 
code. This represented a basis for 
sound planning. ‘There was a dis- 
position on the part of some mem- 
bers of the code authority to look 
upon this industry because of its 
compact and small extent as a 
chance of trying out modern plan- 
ning principles. 

A survey of the first year’s ac- 
tivity of the National Recovery 
Administration suggests certain 
questions. What was accomplished ? 
What is the state of public opinion 
in regard to the project? What 
are the prospects for national eco- 
nomic planning in relationship 
thereto? 

Fundamental conflicts in the 
administration of the National Re- 
covery Administration give clues 
to the new mental hazards which 
must be hurdled before we may 
have central planning in the United 
States. 

The first conflict centered in the 
conception of the law. One group, 
chiefly made up of labor and con- 
sumer representatives, conceived 
the law as fundamentally a recon- 
struction measure. Their point of 
view was that the crash of 1929 
was not an ordinary depression 
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caused by the periodic changes in 
capitalism, but was a collapse of 
the whole machinery of capitalism. 
Therefore, if recovery were to take 
place actually, reconstruction had 
first to be accomplished. The 
other group, chiefly business men 
and bankers, held that the primary 
aim of the law was recovery, and 
that reforming zeal must not be 
allowed to interfere with emer- 
gency interpretations and with 
practices that were destined to get 
American business on its feet and 
moving again. Early in the mag- 
nificent melee this fundamental 
conflict developed as ““NRA is not 
a great sociological experiment but 
a recovery measure.” 

The second great fundamental 
conflict developed of course be- 
tween labor and capital. This 
conflict was but the old conflict in 
a new setting. It had several 
aspects. The first aspect to emerge 
had to do with labor’s position in 
the machinery of the Recovery ad- 
ministration. It must be remem- 
bered that big business in America 
is primarily an institution without 
labor representation. Big business 
was ununionized. The adminis- 
trators of the National Industrial 
Recovery Act had to work with 
those forces present in the body 
politic, and these were the trade 
associations, the organizations of 
big business, and the labor unions, 
strong on the railroads, in coal min- 
ing, in clothing, and in construc- 
tion, but weak in steel, metals, au- 
tomobiles and manufacturing. The 
question arose, then, was the gov- 
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ernment to recognize the status quo 
or was it, in the administration of 
the law, going to place labor unions 
in more favorable positions in those 
industries which had been strongly 
anti-union? ‘The administrators 
of NIRA hurdled this dilemma by 
setting up a Labor Advisory Board 
which was made up entirely of la- 
bor union representatives. This 
board had advisory but no actual 
veto powers, but it did have repre- 
sentation in this capacity even in 
those industries that were anti- 
union. This small gain of labor 
was, however, nominal. Early in 
the administration of the Act, the 
administrators ruled that the law 
did not permit labor to present 
codes, though it was admitted that 
the law might have been inter- 
preted in such wise as to give labor 
that right. Had labor had the 
right to present codes, then matters 
would have been presented in codes 
of a purely social nature that would 
have changed the level of discus- 
sion of these codes in labor’s favor. 
Early, too, did the administrators 
rule that all presentations on code 
matters had to be purely factual 
which, too, limited discussion 
within the limitations of the code 
presented by the employers. The 
second aspect of the age-old conflict 
as between capital and labor, which 


early appeared, turned upon the 


interpretation of collective bar- 
gaining, as between employers and 
employees. Labor contended that 
collective bargaining was a phrase 
of almost technical significance and 


referred to negotiations between 
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unions and employers. Employers 
retorted that collective bargaining 
had no such historic and specialized 
significance, but meant negotiations 
as between tentative groups of em- 
ployees and employers. The ad- 
ministrators of NIRA never ac- 
tually faced this hiatus and never 
actually took sides upon the matter, 
and the question still awaits adju- 
dication by some other authority— 


» either Congress, the courts, or the 


President of the United States. 
The third great fundamental 
conflict which showed itself in 
NRA arose over methodology. It 
brought a battle between the clas- 
sical and more modern schools of 
economics. It turned upon the 
- question, can purchasing power be 
raised faster than profits? Or, to 


_ put it another way, can consump- 
tion outrun production, or must 


production, like the proverbial 
mechanical hare, ever outrun the 
hounds? The administrators of 


, NIRA sought to face this dilemma 
- through an executive order of the 


President requesting business men 
not to raise prices faster than 
wages. But the mechanics of capi- 
talistic economy were too powerful 


_ for any such citation of good will. 


As a matter of fact, profits have 
exceeded purchasing power, and 


production has outrun consump- 
_ tion. 


The fourth fundamental conflict 
arose between the consumers’ 
group and business men seeking a 
wider concert of interests. ‘This 
conflict turned upon the question 


_as to whether it was legal for busi- 
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ness men, under the codes, to deal 
in open prices, to exchange such 
information on prices as to virtu- 
ally fix prices for any given indus- 
try. The consumers’ group felt 
that this tended to raise prices by 
monopoly privilege at the expense 
of the consumer, while business 
men contended that the open price 
method was the only thing that 
would save them in the situation. 
The business men won. 

The outlook for national eco- 
nomic planning in the United 
States appears now to depend upon 
the relation of the planning con- 
cept to nationalistic habits of 
thought. Tradition, mores, in- 
dustrial practices, and perhaps the 
unconscious life of the people mili- 
tate against the planning concept. 
A type of national economic plan- 
ning may develop within the limi- 
tations of these traditional barri- 
ers. It is well for us to see what 
these barriers are. 

First is the innate suspicion of 
government that Americans, both 
on the right and left, hold. The 
labor movement has always mani- 
fested no interest in a powerful 
state. This has arisen from the 
fact that the state has often been 
used against labor, in particular 
through the legal and _ justice 
branches of the government. Dur- 
ing the depression of 10 years ago, 
1921-1922, when the center of the 
strike area was in the railroad in- 
dustry, the railroad union leaders 
had as many as 57 federal injunc- 
tion suits projected against them 
at one time. Federal courts have 


26 


been notorious in their unfriendli- 
ness to labor unionisms and have 
built up a mass of decisions which 
all but strip the unions of rights 
believed to be natural and tradi- 
tional. On the other side, big 
business takes a similar attitude to- 
ward government. Big business 
wants to be left alone and would 
prefer, it is believed, even to deal 
with unions in any given industry 
than to submit to government in- 
terference. “This suspicion of gov- 
ernment of course militates against 
the planning concept inasmuch as 
national economic planning is 
predicated upon the idea of a 
strongly centralized state capable 
of anticipating changes in business 
activity and in forcing economic 
groups to take the action necessary 
to fulfill the master plan. If 
America follows its traditional 
lines and builds a moderate state, 
it would therefore be a guild state 
with self-government within each 
industry, with planning by indus- 
tries, with the possibility of a na- 
tional plan council that could by 
persuasion and inducement secure 
concerted action from the various 
guilds. Indeed, this is a picture of 
NRA held by both industrial lead- 
ers and leaders of labor. Had the 
National Recovery Administration 
developed its compliance and polic- 
ing powers as rapidly as it devel- 
oped some other branches of its 
machine, it might have brought 
about a fulfillment of this scheme. 
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Secondly, there is the Ameri- 
cans’ inveterate political habit of 
influencing government by ballot 
and lobby. We have referred al- 
ready to pressure politics as played 
by Americans, and this is a custom 
which we doubt if Americans 
would readily relinquish. What 
Americans mean by democracy is 
the right to vote on economic meas- 
ures. 
ized government in America should 
attempt a system of national eco- 
nomic planning it would have to 
submit its blueprints, its policies, 


If, therefore, any central- — 


periodically to the people for vote, — 


and popular will might sway the 
decisions of experts away from the 
proper and scientific course of ac- 
tion into wasteful and futile chan- 
nels. The pressure politics exerted 
by big business upon NRA has 


been such that the Recovery Ad- 


ministration has, too often, refused 
to follow facts and figures and fol- 
lowed the wishes of the profit seek- 
ing corporations. We believe this 
relinquishment of the plan concept 
to political expediency is the chief 
reason for the small success 
achieved by NRA. 

On the other hand, Americans 
have gained a tremendous respect 
for technological and_ scientific 


management in industry. America 


has become machine-conscious and 
appreciates technical skill probably 
more than any other people in the 
world. The technological avenue 
may well be the road of national 
economic planning. 
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Miscellany 


The Board of Trustees has re- 
ceived the following communica- 
tion from Dr. V. _ Verunac, 
Prague— 

“In the last number of the 
Plan Age you are giving a list 
of institutions engaged in the 
economic planning. We shall be 
very much obliged to you if you 
would mention also Czechoslovakia 
with the following institutions: 

“Permanent Study Committee 
for Economic Planning — Social 
Institute of the Ministry for Social 
Welfare. 

“Czechoslovak Society on Eco- 
nomic Planning—Dr. V. Verunac, 
Prague XIX, Neherovska 1522. 

‘We announced, some time ago, 
the foundation of the Permanent 


- Committee and you were so kind 


as to publish an information about 
its activity in one of the previous 


_ numbers.” 
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The trustees note a gratifying 
response from the membership to- 
wards request for renewals. Many 
‘members had sent in their renewals 


before receipt of the notification of 


_ expiration in December. Since the 
-secretary’s letter was sent out, 
_ many members have signified their 


the National Economic and Social . 
Planning Association. It is to be* counties; 


vn 


desire again to forward the work of 


hoped that this note in this issue 


of Plan Age will suggest to others, 


who have not as yet sent in their 


subscriptions, and they will do so. 


The July, 1935, issue of Plan 
Age was devoted to planning activ- 
ities of states. The National 
Resources Board has now issued 
a 310 page volume entitled “State 
Planning—A Review of Activities 
and Progress.” With it appears 
a bibliography entitled “Some 
Recent References (Since 1928) 
on National and State Planning 
in the United States” compiled by 
Harold Merrill. 
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The Association is in receipt 
from Carl H. Milan, Secretary 
of the American Libary Associa- 
tion a volume entitled “National 
and State Planning for Library 
Development.” ‘This is an exten- 
sive outline of a long term program 
for public library systems and looks 
towards the coordination of all 
library resources and services in 
the interest of adult education, 
scholarship and research. 


Nee Nees 
The National Plan for Libraries 


sets its goals of achievement— 
Federation and coordination of 
public libraries in large systems, 
each system to serve a metropolitan 
area, a large county or several 


Assumption of responsibility by 
the state for public library service 
to all the people in the state; 

State appropriations to supple- 
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ment local library funds or to pro- 
vide a minimum library program ; 

A federal library agency to pro- 
vide nationwide leadership in the 
library movement ; 

Federal aid to equalize library 
facilities in the several states so 
administered as to-encourage state 
and local initiative and control ; 

Certification of librarians under 
state law; 

Coordination of all library re- 
sources and services in the interest 
of adult education, scholarship and 


research. 
aa 


The Library Association believes 
the federal government has a 
definite responsibility in carrying 
out such a plan. ‘The Association 
states— 

“The functions of such library 
agency should be to forward the 
development of library service in 
cooperation with the states and 
with other federal agencies; to 
foster inter-state library coopera- 
tion in the interest of improving 
the educational, cultural and recre- 
ational facilities available to all 
the people; to foster such nation- 
wide coordination and division of 
responsibility among national uni- 
versity and other research libraries 
as will tend to make the materials 
of scholarship in some form, and 
services in connection therewith, 
equally available to people in all 
parts of the country; to collect and 
disseminate statistics and other in- 
formation about libraries ; to make 
surveys and studies in the library 
field; to administer federal aid to 


libraries if and when such aid is 
made available.” 
Keen. 

The Library of the Communist 
Academy, Leningrad Branch, an- 
nounces the publication of “Soviet 
Union 1935” with the following 
items— 

Stalin—on Machinery and Men; 

Molotov—Report on the Work of the 
Government; 

Molotov—Soviet Democracy; 

Kuibyshev—From the Sixth to the 
Seventh Congress of Soviets of the 
USSR; 

Tuchatchevsky—National Defense; 

Orjonikidze—Report of the People’s 
Commissariat of Heavy Industry; 

Yakovlev—Agriculture ; 

Grinko—The Financial Program for 
1935; 


Rosenholz—Foreign Trade of the 
USSR; 


Kaganovich—The Moscow Metro— 
a Triumph for Socialism. 
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Planners interested in past and 
prospective legislation on planning 
will consider the following Bills— 

Senate Resolution 114—-Known 
as the Bulkley Resolution. It was 
introduced in the Senate March 
13, 1935. The resolution author- 
ized the Committee on Manufac- 
tures to investigate the desirability 
of establishing a National Eco- 
nomic Council. 

Senate Bill 2825—Known as 
the Copeland Bill—provides for 
the establishment of a National 
Planning Board and the organiza- 
tion and functions thereof. 

Senate Bill 215, dated Febru- 
ary 17, 1931, introduced by Sena- 
tor LaFollette establishing a Na- 
tional Economic Council. 
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Testing Grounds for Social Planning 


The Promise of the South, a Test 
of American Regionalism 


By 


HOWARD W. ODUM 


MERE are samplings from 
the long catalogue of 
questions which are be- 
ing asked in season and 
out; queries for rich man and poor 
man, farmer and worker, scholar 
and politician, with always the 
search for vital relationships to next 
steps in American development. 
How much land is there in the 
United States and what is it used 
_ for? How much of it has been 
wasted through erosion and drain? 
- Where are the regions of greatest 
waste and what is the cumulative 
problem to the regions and the 
Nation? What does this mean to 
agriculture, to industry, to stand- 
ards of living? Is there any sig- 
nificance to national planning for 
_ new modes of agricultural adjust- 
ment in the success with which the 
problem has been attacked in the 
~ nearly 100,000,000 acres of eroded 
lands in the Southern regions, 
about 60 per cent of the Nation’s 
total? Has this anything to do 
with realistic and practical plan- 
ning for land utilization in the 
United States? 
Or again, how many farm ten- 
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ants are there in America? Who 
are these tenants and in what parts 
of the Nation do they live? What 
does farm tenancy mean to Amer- 
ica? Is our American civilization 
capable of ameliorating the situa- 
tion? What are the minimum 
essentials for such a program? Can 
the problems be left to a defeatist 
policy or laissez faire better than 
to orderly designing? 

Still again, how many farmers 
are there in the Nation? In what 
parts of the country are they situ- 
ated? Is there any national sig- 
nificance to the fact that more than 
half of all the farm folk in the 
United States live in the two 
Southern regions, the Southeast and 
the Southwest? What types and 
what size of farms do these farm- 
ers live on in different regions, and 
what incomes do they receive? Is 
there any relation between Missis- 
sippi’s lowest average of 53 acres, 
its highest ratio of Negroes and 
tenancy and its meagre wealth and 
low income, to the national wealth 
and welfare? 

And once again, how many chil- 
dren of school age are there in the 
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United States? Where are these 
children distributed and how are 
they educated? What are the edu- 
cational facilities for these next 
generation children? Is there any 
realistic problem of planning in the 
fact that the States of the South- 
east have more than twice as many 
children per 1,000 women of child 
bearing age as does the far West, 
with an accompanying financial 
deficit and unfavorable balance of 
wealth? Or that it would take 
more than 99 per cent of Missis- 
sippi’s tax money to bring her 
schools up to conventional stand- 
ards of the Nation? Or that the 
Southeast has contributed nearly 
4,000,000 people to the rest of the 
Nation, full grown, ready for the 
Nation’s work, since the turn of 
the century? And in return has 
gained only a few hundred thou- 
sand? Is the problem of popula- 
tion planning in any way related 
to the Northeast’s million and a 
half of Negroes, the Middle States 
equal number, the Southwest’s 
million, and the Southeast’s eight 
million? 

Is there any significance to the 
prediction of the late Frederick 
Jackson Turner that sectionalism 
in the United States was likely to 
increase and bring its problems of 
continued tension and conflict? Or 
to Professor David Muzzey’s state- 
ment that in the development of 
American democracy “instead of 
sectional cleavage between North 
and South along political-constitu- 
tional lines, we have an economic 
sectionalism between East and 
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West?” Or that the Louisiana’s 
Huey Long forces threaten to join 
hands with Georgia’s Talmadge? 
Or that new constitutional chal- 
lenges give rise to the need for new 
“safeguards” for both Federal and 
State adequacy in this extraordi- 
narily big and diverse Nation. 


“Six Americas in Search of a 
Faith” 


Is there significance in the 
rapidly growing determination to 
substitute a new vital American 
regionalism for the old narrow 
sectionalism? Or that such re- 
gionalism is sought as tool for 
working our equilibrium between. 
many conflicting forces and areas? 
Sir William Beveridge thought so 
much of this need and trend that 
he wrote, after his visit to the 
States, “If I had to sum up my 
impressions, I should think in 
terms of drama; I should choose a 
parody from Pirandello: ‘Six 
Americas in search of a Faith.’ ” 
These regions, he thought, are 
characterized by “profound di- 
visions of race and history with 
opposed economic interests, with 
different ways of life and thought.” 
It is with a view to effective ad- 
justments here that Regional 
Planning assumes practical and 
realistic significance. For, within 
each region, inventory of capacity 
and character, prospects and rea- 
sonable attainments and autonomy 
are of the utmost importance. 
Moreover, there are fundamental 
readjustments to be made in land 
utilization, in redistribution of 
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deficiency groups and areas, and in 
‘multiple tasks for transforming 
cultural sterility into the sense and 
action of a more abundant life, a 
nearer approximation to human 
adequacy. In fine, it does not 
seem possible, without the regional 
approach, to build permanent 
foundations for national unity, to 
attain social and mental freedom, 
to develop creative research and 
_discovery, or to achieve economic 
rehabilitation, sound legislation 
aptly adapted, and strong autono- 
“mous movements well integrated 
_ with the new public administration. 
_ The assumptions go further. 
The merits of the regional ap- 
_ proach to national study and plan- 
ning inhere not only in this 
greater probability of attaining a 
national and interregional balanced 
social and political economy, but 
- also in the opportunity for a better 
‘understanding and more effective 
and orderly development of each 
regional unit based upon essential 
» differences, capacities, needs, fit- 
ness. In the case of the South, 
whatever else may be true, what- 
ever may be its place in the 
- national economy, it is “different” 
from the rest of the Nation in 
much of its quantitative distribu- 
tion of wealth, management, and 
labor, and in many of its folkways 
‘and institutional modes of life. 
These differences can be ascer- 
tained, stated, measured, plotted. 


Their significance, often quite dif- 


ferent from what is commonly 


assumed, can be appraised in rela- 


tion to regional capacities and 


cultural developments and to re- 
adjustment to other regions and to 
the whole national picture. 
Returning to our questions, per- 
haps the problems of land and 
farmer, erosion and tenancy, twin 
problems of physical and human 
waste, may best be answered after 
they have been envisaged in terms 
of regionalism and social planning. 
More particularly the answer in 
the present Plan Age is in terms 
of a specific region, namely the 
Southeastern region of the United 
States. Yet, to point up the prob- 
lems more vividly, we may well 
glance at the answer to some of 
these first questions of land and 
people as they are representative 
not only of Regional dilemmas but 
of National question marks as to 
how and what next steps are to be 
planned. We shall then proceed 
to the discussion of the South as a 
testing field for regional planning. 


How Many Farm Tenants Are 
There in America? Who Are 
They? How Are They 


Distributed? 
The early agrarian nation of 
Thomas Jefferson’s day could 


count by 1930 an aggregate of 
more than six and a quarter million 
farms. Yet so rapidly had the 
Nation grown in other aspects of 
its culture that less than eleven 
million, scarcely more than one- 
fifth of the gainfully occupied, 
were counted from the farmers’ 
ranks. From these six million and 
more farms were counted two and 
two-thirds million of farm ten- 
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ants who operated 42 per cent of 
all farms in the Nation. These 
tenants, together with the members 
of their families and those closely 
related to them, approximate in 
numbers the total actual farm 
workers of the Nation. 

Of the 2,664,365 tenants in the 
United States, 1,963,454 were 
white and 700,911 were Negro. 
Exactly half of the total farm 
tenants in the United States live in 
the Southeastern States. Another 
16 per cent live in the South- 
western States. Thus, exactly 
two-thirds of the tenants in the 
United States live in the two 
Southern regions. 

These tenants are further con- 
centrated in the cotton States, in 
which more than half of all the 
farms are operated by tenants. 
Still further these tenants are con- 
centrated in special counties and 
subregions. In Georgia, for in- 
stance, 130 counties have more 
than two-thirds of Negro farms 
operated by tenants. Sixty-one 
counties have more than ninety 
per cent of all Negro farms oper- 
ated by tenants. One hundred and 
four counties have over half of 
white farms operated by tenants, 
and in the total tenancy rate 133 
counties have over fifty per cent 
of all farms operated by tenants 
and 96 counties have over two- 
thirds so operated. The mapa pic- 
tures of subregions show a number 
of groupings of over ninety per 
cent of all farms operated by 
tenants. / 


What Does Farm Tenancy Mean: 
to the Nation and to the 
Southern Regions? 


This problem of farm tenancy’ 
strikes at the heart of Americanism | 
in many ways. ‘The problem: 
varies, of course, in different re-- 
gions. In the Middle States, , 
which have nearly a third of their 
farms operated by tenants, the: 
problem is quite different from that - 
of the Southeastern States, where: 
as high as 72 per cent State average » 
obtains. The problem in the: 
Southwest, where the origin of 
tenancy is different from the plan- 
tation, involves again different 
factors. Many of these problems 
are normal problems of parity in 
agriculture, of farm management, 
of production and consumption. . 

It must be understood, too, that 
in any great agrarian culture there. 
must be substantial ratios of farm 
tenancy. This will be true wher- 
ever commercial agriculture is 
featured. It is inevitable in a 
cultural system in which the his- 
torical foundations are such as 
they are in the South. It will be 
inevitable, too, where a substantial 
percentage of the population is 
neither equipped by heritage or 
training immediately to become 
Owners and managers of farms. 
This, again, is a problem of facing 
reality apart from sentimentality 
and the very laudable desire for 
optimum conditions. 

Over and above these, however, 
the farm tenancy situation in the 
Southeast in particular is in the 
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way of becoming not only a re- 
gional but a national crisis. 

The standard of housing is be- 
low any reasonable American 
ideal. 

The standard of living, of home 
hygiene, and of diet is below any 
reasonable American ideal. 

The standard of education, 
literacy, and cultural opportunity 
is below any reasonable American 
ideal. 

- The indices of economic well- 
being in terms of income are the 
lowest in any American groups. 
_ This system of farm tenancy 
‘undermines the very basic physical 
resources of the South through its 
_ perpetuation of erosion and land 
waste. 
_ This system of tenancy ne- 
gates the whole American princi- 
ple of equality of opportunity and 
- democracy. 
At the heart of much of the 
Southern political, demagogic pa- 
thology lies the problem and peo- 
ple involved in this farm tenancy 
situation. 

A continuation over a few more 
generations of the present tenancy 

economy gives every evidence of 
resulting in a dangerous social 
pathology of population. 

The system continued, with the 
prospect of the lessening place of 
cotton, will result in further eco- 
nomic pathology and lack of 
_ security. 

The implications of the continu- 
ation of this system indicate an 
_ increasing drain upon the national 
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& treasury. Thus, it would take 


99.3 of all the present tax monies 
of Mississippi for School purposes 
alone were that State to reach the 
national average. 

On the other hand, increase of 
land values, increase of income, 
increase of living standards, in- 
crease of cultural conditions—all 
of these will render the region a 
wealth producing instead of a 
deficiency area. 

All told, whether we use the 
Jeffersonian agrarian ideal as the 
measuring rod or whether we use 
any ordinary standard of American 
economic well-being or of Ameri- 
can democratic-cultural ideal, the 
present situation is untenable. If 
the situation were not actually as 
it is, demonstrable beyond perad- 
venture of a doubt, no one would 
believe that America would allow 
such a development. 


Can the Farm Tenancy Situation 
Be Ameliorated? 


This particular discussion em- 
phasizes the danger to the Nation 
as well as to the region of the 
Southern tenancy situation. It is 
assumed that the facts in the other 
regions may be pointed up in their 
true perspective. The situation in 
substance is that the South with 
the greatest superabundance of 
natural resources and of human 
resources lags below any reasonable 
American standard in many aspects 
of its life and work compared to 
what will happen if the proper 
technology, capital, skills, and co- 
operative efforts are focused upon 
remedial measures. All of the 
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evidence indicates that the farm 
tenancy problem lies at the heart 
of the situation. 

The picture of the cotton- 
tobacco agrarian South may almost 
be described as a landscape of di- 
lemmas. The tenant type border- 
ing on poverty~and hopelessness 
involves the human factors of 
waste, product of the single-crop 
system, as well as the waste of land 
and forests. “The instability that 
comes from great mobility and lack 
of purpose on the part of millions 
of citizens is another problem. 
Disgracefully low standards of 
housing follow a logical shiftless- 
ness and irresponsibility. Insta- 
bility of prices and income, specu- 
lation and tragedy of lost fortunes, 
lack of capital for efficient farm 
management and machinery, the 
low standard of wages due partly 
to the Negro, the debtor character 
of the Southern economy—these 
and others cry out for a more ade- 
quate analysis and _ long-time 
planning. 

If this is the situation, it would 
be a sign of defeatism to assume 
that America is not able to work 
out through its skills, science, and 
planning some remedies for this 
situation. The AAA programs 
and the soil erosion and rural elec- 
trification programs have demon- 
strated without any doubt prac- 
tical ways of remedying the agri- 
cultural situation. There is, how- 
ever, a technical barrier between 
the tenant and these services which 
can be remedied only through a 
cooperative medium which will 


promote land ownership; transi- 
tional programs from tenancy to 
ownership; federal, state, and 
county cooperative arrangements; 
and ample supervision for the ap- 
plication of our broad knowledge 
to actual, workable, planning 
programs. 

It is not enough to explain how 
the system has come to be what 
it is. It is not enough to point 
out the dilemmas of the landlord 
himself and his financial inability 
to remedy the situation. It is not 
enough to talk and write and urge 
the importance of the problem or 
to deplore the dangers inherent in 
the system’s continuation. The 
facts as they are include both the 
untenable status of these millions 
of Americans and the equally 
realistic inability of the region to 
finance them out of their dilemma. 
The minimum essential is as frame- 
work and finances for reconstruct- 
ing agriculture from the bottom 
brackets of the tenant in such real- 
istic programs as will then meet 
the upper brackets of farm demon- 
stration and educational leadership. 
This apparently can be done only 
through practical ways of increas- 
ing ownership. ‘This in turn can 
be done only through federal co- 
operative funds and arrangements. 

As to the economic justifiability 
of the project, several things can 
be said. Assuming the funda- 
mental Americanism involved in 
the democratic equality of oppor- 
tunity, it is still important to show 
how a reasonable program can be 
made economically justifiable. One 
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way is to point to the increase of 
income and, therefore, of taxes 
which would come into the State 
and Nation. An analogy might 
be found in the case of tobacco cul- 
ture and manufacture. If one con- 
trasted these millions of internal 
revenue with the prospect of their 
absence from the public treasury 
had the industry not been de- 
veloped, one can sense something 
of the value to the States and 
Nation of similar increased farm 
production and land values spread 
throughout the whole tenant area. 
Or keeping in mind the minimum 
essentials for reconstructing agri- 
culture, namely increase in land 


_ values and farm income, and keep- 


ing in mind the increased value 


A which would come to farm land 


through improvement by diversifi- 
_ cation such as is implied in the 
_ plan of reconstruction, it would 


be easy to show how an increase of 


~ $10.00 or $15.00 an acre on a half 
- million or more farms would begin 
to pay the bill back. 

Any permanent program of agri- 
cultural reconstruction must neces- 
sarily require sufficient time to put 


into operation practices and pro- 


cedures which have been demon- 
strated by short-time experiments 
and through research and planning 
_ programs to be efficacious. Such a 


program ought also to conserve all 


- of the values inherent in the New 


Deal measures as well as to omit 


those which have not proved feasi- 
ble or desirable. There is needed, 
therefore, an appropriation and 
arrangement such as will guaran- 


tee the minimum finances necessary 
for a really substantial beginning 
and for continuity over a period 
of years. Manifestly, a problem 
which has grown up through such 
complex historical and economic 
backgrounds can be adjusted only 
through policies and procedures 
that are not only sound in theory 
but which are supported by facil- 
ities and time necessary for their 
success. The irreducible minimum 
is a realistic, bold program of ap- 
praisal and action commensurate 
with the ideals, resources, and 
statesmanship of America. 


Contributions of the South to the 
National Culture in the Next 
Period of American 
Development 


From this illustration of land 
and men, soil erosion and tenancy, 
representative of the two-fold 
problem of physical and human 
planning we may now turn to the 
planning problems and dilemmas of 
the South both with reference to 
its own development and enrich- 
ment, and to its possible contribu- 
tion to the Nation in the next pe- 
riod of American development. 
Indeed, the premise upon which 
the Southern Regional Study was 
made assumed that the regional- 
national approach was fundamen- 
tal; it was a study of regions rather 
than the South. Consequently the 
first task was the more realistic 
re-definition of “the South” in 
areas and character comparable to 
other regional areas of the Nation. 
Genuine realism in planning in- 
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heres in such a delineation, arrived 
at by means of adequate indices 
through which differentials can be 
measured and homogeneity indi- 
cated. In terms of such revised 
definition, there is no longer in the 
United States any single entity 
which may be designated as “the 
South.” More authentically, there 
is a Southeast and a Southwest, 
comparable to four other major 
regions designated as the North- 
east, the Northwest, the Middle 
States, and the Far West. ‘The 
old custom of massing together, 
for aggregate quantitative effects, 
a large group of “Southern States,” 
including Missouri, Maryland, 
Delaware, West Virginia, Texas, 
and the specialized urban District 
of Columbia is not only inaccurate 
but detrimental to genuine regional 
analysis and planning. It is, there- 
fore, neither possible nor desirable 
to present a single authentic pic- 
ture of “the South” any more than 
it is of “the North” or “the East” 
or “the West,” not only because 
of the magnitude and diversity of 
the regions but also because of the 
dynamics of the emerging South- 
western Region, comprising Texas, 
Oklahoma, New Mexico, and 
Arizona, which will require sepa- 
rate analysis and interpretation no 
less critical and comprehensive 
than that for the Southeast. 

One of the major contributions 
of the study is the working hypoth- 
esis of the relatively clear-cut 
differentiation between the older 
Southeast and the emerging South- 
West, a new empire in itself. In- 


herent also in both content and 
methodology is the definitive six- 
fold regional division of the United 


_ States. 


The sixfold division basic to the 
study was evolved from a study of 
a large number of regional classi- 
fications and from many hypo- 
thetical groupings tested from 
various angles. It is, therefore, 
the most satisfactory arrangement - 
that could be worked out. Allo- 
cation of States was made on the 
basis of the clustering of elemental 
indices, of which more than two 
hundred constituted the field of 
analysis. The basis for this di- 
vision together with examples of 
other regional classifications are 
presented in Chapter III. In 
addition to the Southeast and 
the new Southwest, elsewhere de- 
scribed, the Northeast, approxi- 
mating Frederick Jackson Tur- 
ner’s “Greater New England,” 
includes Maine, New Hampshire, 
Vermont, Massachusetts, Rhode 
Island, Connecticut, New York, 
New Jersey, Delaware, Pennsyl- 
vania, Maryland, and West Vir- 


ginia. The Middle States, ap- 
proximating the earlier “Old 
Northwest” and the “Middle 


West,” includes Ohio, Indiana, 
Illinois, Michigan, Wisconsin, 
Minnesota, Iowa, Missouri. The 
Northwest includes North Dakota, 
South Dakota, Nebraska, Kansas, 
Montana, Idaho, Wyoming, Colo- 
rado, Utah; and the Far West 
adds Nevada to the Pacific Coast 
States of Washington, Oregon, 
and California. ‘ : 
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The present study, after careful 
exploratory studies of the South- 
west, is therefore limited pri- 
marily to the eleven Southeastern 
States corresponding more nearly 
to the “Old South,” beginning 
with Virginia and comprising also 
the five pairs of States: North and 
South Carolina, Kentucky and 
Tennessee, Georgia and Florida, 
Alabama and Mississippi, Louisi- 
ana and Arkansas. For the pur- 
pose of further exploration and 
comparative study some twenty- 
five or thirty subdivisions are pro- 
jected, in addition to the special 
Tennessee Valley and Appalachian 
subregions. 


Regional vs. Sectionalism 


When we use the term South, 
therefore, in the present discussion, 
we are referring generally to the 
Southeast. On the assumption 
that permanence and stability can 
be achieved only through national 
unity, and in order to reinforce 
our characterization of the South- 
ern regions as first of all an im- 
portant, vivid problem of Ameri- 
can civilization, and second, a 


- problem of Southern culture we 


project our discussion on the plane 
of regionalism and regional plan- 
ning in the United States, of which 
the Southern regions appear an 


increasingly dynamic and proble- 


matic portion. 

And first of all, we distinguish 
clearly between the old sectionalism, 
such as Frederick Jackson Tur- 
ner’s authentic historical section- 
alism of North and South and the 


current evolving administrative 
and cultural regionalism of the 
present time. I have noted five 
distinctions between sectionalism 
and regionalism all of which seem 
important and none of which is 
merely academic definition. The 
first is that regionalism envisages 
the nation first, making the total 
national culture the final arbiter, 
while sectionalism sees the region 
first and the nation afterward. In 
the second place, sectionalism em- 
phasizes state sovereignties, poli- 
tical and legislative techniques, 
local loyalties, separateness, where- 
as regionalism connotes component 
and constituent parts of the na- 
tional culture. In the third place, 
sectionalism may be likened to 
inbreeding, whereas regionalism is 
line breeding; or as Lewis Mum- 
ford sees the two living principles 
of regionalism: Cultivate what- 
ever you have... . it is at least 
your own... . But also seek else- 
where for what you do not possess 
_...make it your own. Or again 
regionalism may be considered as 
cultural specialization within geo- 
graphic bounds in an age which 
continuously demands wider con- 
tacts and standardized activities ; 
or it may be the way of quality in 
a quantity world. In the fourth 
place, sectionalism is analogous to 
the earlier frontier and individu- 
alistic economy, while regionalism 
builds this strong individualism 
more of cooperative endeavor 
necessary to the ongoings of a 
more modern complex civilization. 
And finally, sectionalism in which 
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conflict is inherent, must  ulti- 
mately lead to centralized coercive 
federalism which is contrary to 
the stated ideals of American 
democracy. 

Our next assumption is that this 
realistic regionalism is making 
substantial gains and that in the 
words of the report just issued by 
the National Resources Committee 
“Regionalism has made enormous 
strides in recent years. It is a 
movement which may be expected 
to progress steadily and rapidly.” 
There is, however, “‘a race between 
regional consciousness which is 
traditional, emotional, and non- 
rational, and... . intelligent plan- 
ning, instrumentation... .” This 
means that such regionalism is the 
key to a more effective strategy and 
a maturer program of what we 
ought to feature as a reintegration 
policy, keynote again to the present 
dilemma of attaining equilibrium 
and balance in our complex de- 
mocracy. ‘This implies more than 
technical organization and ar- 
rangements through which equali- 
zation funds may be administered. 
Such strategy and policy involve 
more than mere equalization of 
funds; they involve the redistribu- 
tion of wealth through the de- 
velopment of capacity to produce 
wealth; they involve personnel and 
interregional contacts looking to- 
ward the equalization and de- 
velopment of economic opportun- 
ity, social experience, such as will 
be fundamental to the readjust- 
ment of American ideals and prac- 


PLAN AGE 


tices in relation to local, state, and 
federal relationships. 


Social Planning: American 


Style 


This assumption 
regionalism implies further that 
in the next period of American 
development there will be substan- 
tial emphasis, both in study and 
action, upon social planning 
grounded not’ only upon the foun- 
dations of present emergency ex- 
perience but also upon the frame- 
work of American institutions. 
Allowing for many false starts, 
for too free use and abuse of the 
term and techniques of planning, 
and for all the limitations and 
difficulties inherent in the situa- 
tion, the conclusion seems justified 
that the minimum essential is an 
American type of social planning 
which features cooperative and 
coordinated design of, for, and by 
all the institutions and all the 
regions 
government alone through central- 
ized dictatorship. This means 
further that due to the bigness of 
the nation, and to its cultural back- 
grounds and motivations, as well as 
to technological 


of realistic 


are fundamental to any successful 
permanent social planning program 
in the United States. 

This assumes, once again, that 
the problem of dealing a continu- 
ing Americanism is implied in both 


the broader motivation and the 


specific objectives of social plan- 
ning. 


rather than by super-— 


y 


considerations, — 
the regional approach and analysis 


It means that such plan-— 
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ning must be an extension and 
transubstantiation of the first great 
American framework of planning, 
namely the Constitution of the 
United States. This means, again, 
that future Americanism must be 
somehow fabricated of the old and 
the new and that it will evolve 
from our present transitional de- 
mocracy frankly in competition for 
the first time with many other pro- 
posed forms of sovereign control. 
It means that we shall be com- 
pelled to choose between those 
aspects of historical, authentic 


— Americanism which appear avail- 
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able for the ongoings of American 
civilization and those which must 


needs be transcended by newer 
and more vital Americanism. 
means, still again, that we must 


It 


choose between those newer tech- 
nological and cultural trends 


which give promise of vitality and 
those which appear subversive of 
_ American culture. 


This itself is 
part and parcel of the planning 
motivation. 

And, finally, we assume no 
utopian attainments. There need 
be no illusions as to the complete 


workability of social planning. Old 


man human nature, we are aware, 
is still vitally concerned. Politics 


and public administration, not 
scholarship and research, must be 


the masters of our destiny. We 


- know all about the limitations of 
‘social technics and of the people 
involved. ‘The assumption is that 


there is in reality a transitional 
period of American culture, that 
it is in the way of a crisis, although 


resulting from logical, normal 
conditions; that social planning 
seeks to create, through orderly 
channels and processes, the inci- 
dence of change, directed by the 
cumulative wisdom and experience 
of the nation up to now. And we 
are asking what the contribution 
of the several regions will be or is 
likely to be to this development 
under favorable conditions? And 
in particular, we are asking about 
the prospects and promise of the 
South. 


Picturization of the South 


Our second series of assumptions 
has to do with the picture of the 
South, its status and its prospects. 
During the last few years we have 
attempted to measure its economic, 
educational, and general social 
status through the use of a larger 
number of indices than has hereto- 
fore been utilized. Thus we tried 
out, in varying degrees, some seven 
hundred indices and attempted to 
give a realistic picture in fair per- 
spective to time quality, to geo- 
graphic factors, and to the cultural 
equipment and behavior of the 
people. 

Next we tried to obtain a pic- 
ture of the Southern regions of the 
United States in such ways as to 
indicate their place in the nation 
and to explain something of the 
dramatic struggle of a large and 
powerful segment of the American 
people for mastery over an environ- 
ment capable of producing a su- 
perior civilization, yet so condi- 
tioned by complexity of culture 
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and cumulative handicaps as to 
make the nature of future develop- 
ments problematical. 

And over and above any con- 
ventional survey or social inven- 
tory we wanted to point toward 
the very practical-end of a greater 
realization of the inherent capaci- 
ties of the South and to indicate 
ways and means of bridging the 
chasm between the superabundance 
of physical and human resources 


as potentialities and the actualities - 


of the present technical deficiencies 
in their development and of waste 
in their use. 

And we desired also to point 
toward a continuously more effec- 
tive reintegration of the South into 
the national picture and thereby 
toward a larger regional culture 
and unity. We tried to project 
these inquiries upon a theoretical 
framework which would insure 
measurable reality in research and 
practical attainability in whatever 
programs might emerge. And we 
tried to interpret these factors in 
terms of an historical background 
in such a way as to give “the dignity 
of cultural history” to the South’s 
chronological lag, its retarded 
frontier, its agrarian culture, its 
youthful and immature population, 
its lusty vitality, its unevenness of 
life, and its marginal struggle for 
mastery. 

From these studies there 
emerged, of course, many pictures. 
We can give here only two or 
three composite estimates. The 
total picture which we have pre- 
sented of the abundance of re- 


sources was such as to indicate the 
possibility of almost unlimited 
achievement for the region pro- 
vided it can develop adequate 
technology for the optimum use of 
these resources, can avoid in the 
future the stupendous waste which 
in the past has kept it near the 
marginal level, can provide cul- 
tural institutions adequate for the 
enrichment of human life, and can 
face more realistically and ma- 
turely than it has yet done its 
cumulative deficiencies, not only 
of technology but also of will and 
action, necessary for the attain- 
ment of these ends. ‘The continu- 
ing picture, however, indicates 
that the South does not now afford 
adequate technological facilities— 
science, skills, management, organ- 
ization—for the conservation, de- 
velopment, and use of its resources, 
and that there is still a large and 
unnecessary amount of waste and 
of non-use of regional reserves. 
The picture shows, therefore, in 
reality a region of deficiency and 
scarcity in contrast to its extra- 
ordinary abundance possibilities. 
The measuring and bridging of this 
distance between actualities and 
possibilities constitutes, therefore, 
the first next step. 

These deficiencies may be indi- 
cated in terms which point to 
ameliorative programs. If Stuart 
Chase’s six fundamental factors in 
production be used as a measuring 
rod, the South excels in the first, 
namely, natural resources, but lags 
in all the other five, namely, use of 
inanimate energy, use of skilled 
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labor, employment of technical 
management, the presence of an 
adequate cultural heritage of tech- 
nical arts, and the production plant 
itself. Or if we use our own five- 
fold measure of resources and 
wealth, the South excels in the 
first two, namely, natural wealth 
and human wealth, but lags in the 
other three, namely, technological 
wealth, artificial wealth, and insti- 
tutional wealth. 

Or we can present the picture of 
the Cotton and Tobacco South, 
with its landscape of dilemmas. 
That has been done in many ways 


and many places and does not need 


that could happen to the 


to be repeated here. We may, how- 
ever, project the prospective picture 
of the Southeast, in which it is 
everywhere apparent that cotton in 
the future will play an increasingly 
smaller role in the total economy, 
thus necessitating a fundamental 
reconstruction of agriculture in 
the whole region. We have enu- 


_ merated seven main reasons for this 


diminishing role, a long story in 
itself, implying that the worst thing 
South 


would be to plunge it back into an 


orgy of cotton production. 


New Approaches to Agricultural 


Reconstruction 


This means that the picture of 
the South calls for immediate con- 


~ cern with the lowest brackets of 


its agricultural cotton economy as 
well as the upper brackets of edu- 
cation, science and leadership. We 


have pointed out again and again 
that planning for a reconstructed 


agriculture in the Southeast will 
require rare strategy, skill, bold- 
ness. It is essentially a problem of 
ascertaining and achieving a pro- 
gram of optimum production. It 
is more than land utilization. It 
is more than controlled production 
and increased prices in cotton and 
tobacco. ‘There is the dilemma of 
an agriculture devoted to the pro- 
duction of export crops, with ex- 
ports on the decrease. This com- 
mercial farming policy is in an area 
preeminently well adapted to food 
crops and diversified farming and 
with nearly half of its people living 
below any reasonable standard of 
culture and abundance. There is 
the phenomenon of annual incre- 
ment in deficiency from land waste 
and of increase in tenant depend- 
ency, and consequently decrease in 
the value and income-capacity of 
southern farms. There is the 
spectacle of the Southwest increas- 
ing its capacity and its actual pro- 
duction, at lower costs, of the cash 
crops for export with every indi- 
cation that its capacity will soon 
be equal to the world’s supply of 
cotton. ‘The Southeast must plan 
readjustments in the light of this 
sort of competition. 

It seems likely that the main 
problems for immediate adjustment 
will include the following: some 
readjustment at once that will re- 
construct the present tenant sys- 
tem; new provisions for an ade- 
quate credit system; some read- 
justment and redistribution of the 
present crop land uses, with some 
new crops and a very large increase 
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in ratio of food and feed crops; 
some immediate methods of raising 
the standard of consumption of 
commodities by the southern 
people, both in the rural areas and 
in other cities; some arrangement 
whereby interregional exchange 
and trade may be promoted; an 
economy which will enable the 
farmer to spend his cash money for 
needed goods rather than for com- 
mercial fertilizer and food and 
feed crop supplies; some way to 
increase the technical facilities 
whereby the production and _ pro- 
cessing of commodities may be 
more effective; some practical way 
of adding to the technical comforts 
and conveniences of farm and 
home; some method for the redis- 
tribution of submarginal lands and 
people within the present subre- 
gional area rather than wholesale 
retirement of lands and shifting of 
people; some increasingly effective 
arrangements for the increase of 
agricultural exports. If the south- 
ern regions could devote a fourth 
of the technology and work to their 
agricultural problems that has been 
developed in the far western re- 
gions, they would become literal 
garden spots of the world. Yet 
this can be done only through a 
well motivated coordinated plan- 
ning program. 

That these problems, in addi- 
tion to their average application to 
any agricultural region, are af- 
fected by regional differentials 
calls for exceptional planning 
strategy. The kind of people and 
their experience and training and 
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backgrounds must be taken into 
consideration before specifications 
for particular crops and land uses 
and credit and consumption habits 
can be determined. The mastery 
of climate and of the home hygiene 
and diet regimen is of first impor- 
tance. Thus there will be needed 
a twofold planning approach. One 
will be a planning strategy such 
as becomes necessary for the re- 
construction of the whole system 
of commercial agriculture, of 
markets, production, and the like. 
The other will be a_ specialized 
planning strategy directed toward 
the complete reconstruction of the 
system which at present crushes 
the tenant and the small farmer, 
now bordering near peasantry or a 
submarginal level. 


A Co-operative Program 


For this planning there will be 
needed federal, state, and local 
public and semi-public aid directed 
toward the actual working out of 
specific next steps. To illustrate 
specifically samplings of the neces- 
sary semi-public and community 
projects would include the follow- 
ing: the pooling of rural labor 
available for carrying forward 
projects of rural rehabilitation 
especially where farm mechanics 
and organization are involved ; and 
for such special cooperative efforts 
as soil erosion, ditching, farm road 
building, the pooling in county 
and/or community of heavier ma- 
chinery for harvesting, threshing, 
storing and _ processing farm 
products; special smaller new in-— 


differentials, 
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dustries relating to the breeding, 
distribution, and planting of 
lespedeza, legumes, smaller winter 
grains, special industries relating 
to fence posts, fencing and building 
of farm buildings such as tool and 
hay sheds, storage houses; special 
county unit plans for utilizing and 
developing forest and grass land, 
for clearing rich bottom waste 
lands and for squaring off farm 
fields to the end that thousands of 
waste “patches” are eliminated ; 
and other practical ways of pro- 
viding the smaller farmer or tenant 


with the minimum technological — 


ways of realizing on his meager 
beginnings; cooperative arrange- 
ments with pure-bred livestock 
breed clubs, state clubs, county and 
community organizations, and all 
- federal, state, and county farm and 
home agents. 

In somewhat the same way, 
planning strategy for regional in- 
dustry would be of two sorts. One 
would undertake to work out 
satisfactory adjustments and expan- 
sion of the general field of indus- 

try, including large and small 
industries, special new industries, 
home and foreign markets, regional 
. labor organization 
and supply, freight rates and in- 
- terregional exchange, technological 
aspects of production, distribution, 
and financing. We have pointed 
out essential criteria for the plan- 
ning of new industries and for the 
utilization of regional materials in 
the best perspective to inter-re- 
gional exchange. It would be pos- 
sible to illustrate with no less than 


a half dozen of such major indus- 
tries. On the other hand, the sec- 
ond sort of planning would in- 
tegrate the whole industrial region 
with its agricultural reorganiza-. 
tion, including special planning for 
decentralized industry, for village 
and community industries, for a 
large number of new smaller in- 
dustries, and for at least two six- 
year periods of semi-civil or public 
works programs looking toward 
the rehabilitation of farms and 
farm houses, of reforestation and 
erosion work, of housing deficien- 
cies and especially for equalizing 
work and facilities for Negroes in 
schools, health, sanitation, and the 
like. Citing a type of new indus- 
try, for instance, it must be clear 
that a region incomparably adapted 
to the production of raw materials 
necessary for cheese production and 
now affording less than three per 
cent of the cheese processing plants 
in the country, offers an excellent 
field for planning new opportu- 
nities. . 


Modification of Political Culture 


Planning strategy with reference 
to politics, government, and public 
administration, again, is a complex 
problem. Basic to all considera- 
tions will be the economic back- 
grounds, such as have already been 
characterized as in many cases in- 
capable of supporting the usual ser- 
vices of modern government. This 
again involves the question of fed- 
eral cooperation and federal sup- 
port and the whole attitude of the 
southern regions with reference to 
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sectionalism and political repre- 
sentation. It involves again the 
problem of fundamental deficien- 
cies for the time being—apparently 
insolvable difficulties—with refer- 
ence to the Negro’s part in govern- 
ment and social control. Here the 
strategy of planning is of the 
greatest significance in that it may 
make the incidence through which 
folkways may be changed and 
fairer practices inaugurated. Other 
special aspects of the problem 
which relate particularly to the 
cultural foundation of the region 
involve the task of influencing 
southern politics to concern itself 
more with principles of economy 
and efficiency than with personal 
and party issues. Modification of 
the political culture of the region, 
probably the most powerful single 
factor, through gradual workable 
methods, therefore, lies at the base 
of any planning approach. In ad- 
dition to these general aspects of 
the problem, it is understood that 
the usual technical problems of 
public administration, consolida- 
tion of local units of government, 
reorganization of state govern- 
ments, new legislation, social 
security, and other special phases 
are particularly in need of special 
efforts. 

Finally, our picture assumes that 
the supreme need for planning may 
be found in the field of higher edu- 
cation, scientific research, and 
other cultural institutions on the 
basis that if the South has the will 


and the capacity to support insti- 
tutions of the highest order, it will 
develop automatically increasingly 
higher cultural levels, because of 
this desire and capacity, because of 
what these institutions achieve in 
leadership and technology, in po- 
litical and economic direction and 
in the upraising of standards and 
in social guidance. 

But perhaps it is necessary to re- 
turn for a moment to the general 
picture as it is reflected upon the 
backgrounds of potentialities; of 
promise and prospects under a po- 
litical economy of orderly design 
in contrast to the limitations and 
tragedy of drift and defeatism. 
Thus an understanding of how the 
South is as it is will explain much. 
First, our picture of the South now 
reflects much of the earlier Ameri- 
canism in that our agrarian cul- 
ture, our rural population, our 
Protestant population, our early 
American stocks, our state loyalties 
and our institutions are in many 
ways now comparable to what the 
whole nation was in earlier genera- 
tions. ‘This probably means two 
things in our present considera- 
tion. One, that we can explain it 
in natural terms of cultural lag, 
chronological lag, and rural econ- 
omy. Another, however, is that 
it challenges both the region and 
the nation to inquire if certain of 
the earlier Americanisms need re- 
vitalization and reintegration and 
if these are found in basic quanti- 
ties in the South what the task of 
this region is in the new process 
of reintegration. 
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Superabundance of Resources, 
Physical and Human 


But more specifically, we must 
turn to the major basis of our op- 
timism, namely the superabundance 
of well-nigh limitless sources of 
natural wealth: rainfall and 
rivers; climate and growing sea- 
sons; land and forests; minerals 
and mines, coal and iron and phos- 
phate and hundreds of other min- 
erals from the land undug; sticks 
and stones of fabulous quality and 


quantity for the fabrication of 


great buildings and for the con- 
struction of roads and bridges; 
energy and power, dominant or 
surging from oil and gas and elec- 


tricity; sea water minerals and 


tidal power ; iodine and phosporous 
and nitrogen wealth; chemical re- 
sources from pine and vegetable, 
cotton and corn; parks and play- 
grounds, mountain and seashore, 


summer and winter resorts, play 


places of a nation; nature reserves 
and sanctuaries for wild life; flora 


extraordinary, grasses and culti- 


vated plants to feed man and ani- 
mal and land; fauna of the woods 


and fields, millions of game, for 
commerce and recreation ; domesti- 


cated animals on farm and grazing 


lands, race horses and work mules, 
makers of a culture; and many 


other tangibles and intangibles of 


 geography’s situation, relief, and 


ae 
: 


area. 


Yet, center and symbol of all the 
region’s culture and capacity are 
its more than twenty-five million 


ie vibrant folk, 20 per cent of the 


nation’s human wealth. More than 
the mere census count of 25,550,- 
890 of the nation’s 122,775,046 
melting pot, they represent the 
living, striving, creative wealth of 
the region, reflecting the epic of 
those “giants in the earth” whose 
episodes and conquests are per- 
petually reminiscent of the exterior 
appearance and the inner psycho- 
logical realities in the American 
picture. Yet, also like the nation, 
they reflect great contrasts and 
heterogeneity as well as similarities 
and homogeneity. As for any 
democracy, so here and perhaps 
more so than for the nation as a 
whole, they are alike the hope and 
the despair of the region. Paradox 
again, they represent too many 
people in a region which is con- 
stantly complaining of its losses of 
millions of migrants to other re- 
gions of the nation. ‘They reflect 
too many people on farms in a re- 
gion recommended for the in- 
creased farm life. Contrast, again, 
the South boasts of the best and 
complains of the worst people on 
earth! Yet the real measure of 
this human wealth is determined 
not only by the number but by the 
kind of folks they are; by the num- 
ber and kind of their increase, de- 
crease and mobility ; by their ethnic 
composition ; and by the cumulative 
character of their institutions and 
culture. What the people do and 
how they do it; what they want 
and how they go about getting 
what they want; how they lead and 
how they follow; and what they 
purpose in their hearts to do for 
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the future—all of these are basic 
indices to the most definitive of 
all cultural wealth. 

The people of the Southeastern 
States continue to replenish the 
other regions. The birth rate of 
all the Southeastern States ex- 
cept Florida and ‘Tennessee is 
over 20 per 1,000 population, 
while the four states of the Far 
West show a ratio below 15. In ex- 
cess of births over deaths the 
Southeast outranks all others, 
with an index of 9.5 compared 
to 3.1 for the Far West. In the 
meantime, nearly four million of 
those born in the Southeast have 
moved to states outside the region 
between 1900 and 1930. What 
the estimated money value of this 
human wealth would be to the 
region depends upon the per capita 
estimate of capital wealth and 
upon opportunities offered by the 
region for its human capital 
wealth. At an appraisal of half 
of the maximum rate used by 
economists the aggregate would 
approach the present stupendous 
national debt. In the meantime, 
also millions of Southern folk live 
perilously near the survival mar- 
gin; cumulate the dire effects of 
dietary habits and heritage, and 
multiply the hazards of social 
pathology and economic drain. 

These basic factors of natural 
and human resources, catalogued 
in their proper setting, must yet 
be appraised in relation to their 
perspective to general regional ex- 
cellence. All this abundant en- 
dowment of natural resources of 


land and trees, of climate and 
water, of things that grow and 
enrich the region, reflect what may 
be characterized as optimum con- 
ditions for the development of 
vitality in culture and abundance 
in economy. ‘Thus, of the land 
and crops there is the rare con- 
currence of that optimum quar- 
tette of temperature, moisture, 
surface and soil, with variety and 
abundance of sunshine, winds, and 
of growing seasons, with also such 
variety and complexity as to chal- 
lenge initiative and technology on 
the part of the people. In the 
matter of extreme range and va- 
riety of climate and life zones and 
of soil and topography, as well as 
of other resources listed, there are 
the intangible and as yet un- 
measured combinations which af- 
ford the region a superabundance 
of opportunities for richness of 
culture, of leisure, and optimum 
ways of living, such as perhaps 
obtain in no other region of the 
nation, provided the component 
elements of resources, space, time, 
and cultural equipment can be 
adequately correlated. 

Thus, the projection of basic 
factors of excellence must surely 
comprehend whatever potential 
distinctiveness of regional culture 
the future may have in store. 
Comparisons are not to be mo- 
tivated solely for imitation, equal- 
ization, or standardization, but 
often for differentiation. There 
must surely be room enough in 
the regional cultures of America 
for experimentation, for explora- 
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tion, for a genuine liberalism that 
seeks a quality civilization in a 
quantity world. ‘The mechanized 
perfections of light and heat, mov- 
ing pictures, and automobiles of 
the new industrial economy may 
not rank higher than the vigorous 
satisfaction of the mountain folk, 
deep in the living experience of 
their music and liberty. Folk 
beauty in the hills may transcend 
technological pathology. Lyric 
heritage of the people may be su- 
perior to new reaches in tech- 


nology. 
What Can the South Do? 


- Our final series of assumptions 
relates to the prospect of the South 
for the fulfilment of some of these 
great promises. When we speak 
of the South as contributing a 
considerable number of major ele- 
ments to the new Americanism, 
we mean, of course, if the region 
and the Nation can and will get 
together in a dynamic, vital pro- 
gram of appraisal and action. We 
assume that the South can and 
will contribute to the wealth of the 
Nation through its increased tech- 
nology, its better trained workers, 
and its utilization of its new re- 
sources. And we assume that it 
will continue to contribute of its 
- abundance of people, as it has in 
the recent past with its nearly four 
million migrants to the other re- 
gions with their financial “worth” 
of billions of dollars. But in ad- 
dition to this, what can the South 
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contribute to the larger national 


culture in the next generation and 
how? 

First of all, it can muster the 
will and the way to develop its 
own great regional resources, in- 
cluding its people and its wealth. 
It can sense a great motivation 
which looks forward rather than 
backward: nothing could be more 
fortunate than a great folk-moti- 
vated era of designing and work- 
ing toward this regional-national 
partnership in a new prosperity 
symbolic of the earlier American 
meaning of wealth as including 
also “weal.’”’ There is ample evi- 
dence to justify the conclusion that 
the task of planning the “way on” 
for the Southeast is an extraordi- 
narily difficult one, but that all 
the elements necessary for success 
are present provided they can be 
focused in the right ways and com- 
binations. On the other hand, 
there is also ample evidence to 
warant the conclusion that unless 
there is a definite change in re- 
gional economy there will be ret- 
rogression in agriculture, in in- 
dustry, and in general culture and 
institutions. Some aspects of this 
prospect are in general culture and 
institutions. Some aspects of this 
prospect are alarming, indicating 
that the South can ill afford to 
make many more mistakes. The 
situation is all the more tragic in 
view of the extraordinarily con- 
trasting possibilities. 

In the second place, the South 
can contribute greatly to the new 
national economy by demonstrat- 
ing that regional reconstruction 
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can be successfully achieved only 
in relation to national integration 
and interregional adjustments. 
And that by the same token, na- 
tional social planning must be 
based upon regional analysis and 
functioning, giving logical values 
to regional differentials and dis- 
tribution. The South can afford 
excellent laboratories for regional 
research and planning, and in par- 
ticular a regional testing field for 
adjustment between agriculture 
and industry as a basic economic 
goal for government, and for the 
more general, but equally funda- 
mental, objective of reintegrating 
agrarian life in the American cul- 
ture. 

Toward this objective, despite 
picturesque ideologies and dreams, 
there remain many aspects of this 
agrarian ideal which yet retain 
reality in the motivation of agri- 
culture as a way of life, to be 
adapted to a new equilibrium be- 
tween rural and urban, between 
agricultural and industrial life. 
Here are included the ideals of 
those who not only recognize the 
basic man-land foundation of 
America but who, as Julia Peter- 
kin points out, yearn for the peace 
and quiet of country places with 
leisure to possess their own souls 
and with abundance of things for 
the comfort of minds and bodies. 
“To realize the earth’s generosity 
to those who have joy in sowing 
and reaping,” so runs the theme, 
“gives a deep sense of security and 
a faith in the rightness of things.” 
For such an ideal the Southeast 


is peculiarly well equipped by 
Nature and awaits that new plan- 
ning which will transvaluate the 
poverty-breeding system of tenant 
and landlord into that abundant 
life so pictured. 

To this test of American re- 
gionalism in the next place the 
South may contribute a number 
of factors pertinent to the im- 
portant task of attaining a new 
equilibrium between federal cen- 
tralization and state government 
and an important experiment in 
working out sound theories and 
practices of equalization funds and 
of reintegration processes between 
nation and regions, regions and 
states. 

Since so much of the South’s 
material resources must depend 
upon science and technology, and 
since the South must needs aug- 
ment its resources and means for 
these ends, and since the total cul- 
ture of the region is so vitally 
related to the possibilities of such 
developments, the region has a 
great opportunity for a closer co- 
ordinating of the physical sciences 
and the social sciences in a two- 
fold objective of a new motivation 
and achievement. 

In the hands of the South may 
be the final destiny of the common 
man, symbol of American de- 
mocracy. For here is testing field 
for democracy among five to ten 
million marginal white folk and 
ten million Negroes. In the pic- 
turization of what is economically 
wrong, culturally wrong, morally 
wrong, the new reaches of schol- 
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arship may possibly point to stable 
ways of attaining equilibrium and 
the redistribution of wealth and 
welfare not only among individ- 
uals but regions. 

If the South, sensing its imbal- 
ance and lack of equilibrium be- 
tween its lower brackets of com- 
mon men and its upper brackets of 
resources and cultural institutions, 
does not will and plan for “the 


» better ordering” of its heritage 
and prospect, the South may con- 


tribute to the culture of the nation 
in the future an extraordinary ex- 
hibit of social pathology, of tragic 


men and women, broken and de- 


praved in the on-goings of a great 
nation, whose opportunities may 


be lost by default, as well as by 


purpose. Here is pathology in 
prospect in all the realms of eco- 
nomic, social, moral, and esthetic 


life of the people. 


> 


The South may also under this 
conditioning environment contrib- 


cute from its abundance of political 


genius a pathological politics, both 
creator and creature of these mil- 
lions of marginal and submarginal 
folk, submerged alike by their cul- 
tural heritage, by their biological 
environment, and by their physical 
handicaps of diet, economics, hous- 
ing standards below any possible 
American standard. 

Turning back to the more hope- 
ful side, there is yet one more 
important — possible contribution 
which the South may make. It 
seems quite possible that the 
South’s conservatism, its highly 


motivated ideologies, and __ its 
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kaleidoscopic record of experiences 
might make an important contribu- 
tion to the stability of the nation 
in its transitional period. Both 
theoretically and practically the 
transitional period of societies are 
the dangerous, critical periods. The 
dangers of artificial society, super- 
technology, undesigned and cha- 
otic change, appear today the most 
formidable in the nation. It may 
be that the regions can contribute 
to the poise, the stability, and equi- 
librium between the old and the 
new. Here as elsewhere, however, 
our conclusions indicate that unless 
the power of scholarship, and 
science, and education are focused 
upon these problems, these same 
regional qualities and forces may 
terminate in negative contributions. 


A Minimum Framework For 
Planning 


What then is the simplest pos- 
sible framework of next steps 
commensurate with our theme? If 
we assume the twofold irreducible 
minimum, namely, working from 
the lowest economic level, without 
which education, science, and lead- 
ership have no firm basis upon 
which to build, and from the upper 
brackets of science, educational 
institutions, and leadership, with- 
out which adequate modification 
of the lower level and the total 
culture cannot be attained; and if 
we assume that leadership, plan- 
ning, and action must begin from 
the upper brackets of educational 
leadership, there appear to be 
three main approaches. ‘The first 
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of these is through the strengthen- 
ing of a limited number of re- 
gional institutional centers in 
which would be concentrated a 
greater degree of research, techno- 
logical arts, and training for public 
service. The second approach 
would be through a comprehen- 
sive functional framework of in- 
quiry and action, in which the ma- 
jor problems and the areas of 
deficiency would be attacked 
through special but well inte- 
grated programs of work. ‘The 
third would be through well de- 
signed experimental units of work. 
In each of these approaches to 
provide modification of culture, 
namely the institutional, the func- 
tional, and the experimental, the 
irreducible minimum is a realistic, 
bold program of appraisal and 
action, in which results are to be 
attained through specific, actual, 
working, technical units of work 
rather than merely through mass 
ideology, mass attack, or general 
education and propaganda. 

For this framework, however, 
apparently neither the South nor 
the nation is quite ready. ‘This is 
not different from many of the 
other problems of the nation which 
demand more mature planning 
than has yet been achieved. Fur- 
thermore, it does not seem likely 
that either the South or the nation 
will be sufficiently motivated to un- 
dertake a program of the first order 
until they can sense the extraordi- 
nary chasm between the two ex- 
tremes of “what will happen or is 
likely to happen” under the respec- 


tive economies of design and of 
draft. This again is a logical, real- 
istic dilemma. On the one hand, 
the extraordinary possibilities of 
developed resources and institu- 
tions offer rare promise; on the 
other, there may be pathology in 
prospect in all the realms of eco- 
nomic, social moral, aesthetic life 
of the people, and consequently of 
both the region and the nation. 
Repeat and repeat and repeat. The 
task is one not only for regional 
mastery but for national participa- 
tion. It is a test of reintegration 
and equalization in the democratic 
process. It is a test of American 
regionalism. In so far as the task 
is one of planning, it is a test of 
social science and social technol- 
ogy, working with physical science 
and mechanical technology; of 
social inventions meeting the crises 
incident to mechanical inventions; 
of the old states and sections pro- 
viding necessary arrangements in- 
cident to the changing regions and 
federal complexity. Whether we 
look at it from the “theoretical” 
viewpoint of the architecture of a 
regional civilization or from the 
“practical” viewpoint of the gen- 
eral welfare, or the “American 
dream” of wealth and weal, it is a 
task in which we must bridge the 
chasm between research and 
reality; in which scholarship and 
statesmanship, reputed symbols of 
the Jeffersonian ideal, must join 
hands. 

But always we return to the 
twofold dilemma—the one of dif- 
ficulties and limitations, the other 
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of translating sound theory into 
workable practice. 
upon which we base our flexible 
planning programs providing for 


priority schedules of action to con- | 


form to sound theory and practical 
reality, is that progress consists of 
step by step attainments in which 
gains are measured in terms of 


units of actual work and experi- | 


mentation and in which research 
_and factual analysis are joined with 
public administration and folk mo- 
tivation. This is the only basis 
upon which mastery may be ex- 
pected over such limitations as are 
inherent in the southern regions: 
financial deficiencies within, and 
control from without; powerful 
regional differentials in the heri- 
tage of training and equipment; 
- competitive institutions of the dif- 


The premise ' 


ferent races; freight rates and 


cumulative handicaps of domestic | 
and foreign trade; submarginal | 


lands and marginal folk; and the 


complex problems of population | 
» growth, development, and distri- . 
~ bution. Only in this way, too, may | 
be expected substantial gains in- 


the transitional periods between 


- first steps and subsequent larger 


undertakings, which in turn depend | 


upon an effective framework and 
execution of specified priority 
schedules adequate to comprehend 
the necessary objectives. 

The practical arrangements 
necessary for reasonable success 
would appear to conform to the 
‘elemental factors already specified 
- for the new and more vital nation- 
al policy of reintegration—namely 
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the Federal, the regional, and the 
state forces. That is, in addition to 
the many specifications indicated 
and implied in our regional an- 
alysis and design, and in the need 
for a powerful motivation the pre- 
sumption is for authentic, able, and 
articulate advisory groups—fed- 
eral, regional, and state planning 
boards whose selection, qualifica- 
tions, and duties will be commen- 
surate with both the needs and the 


spirit of the American domain and 


institutions. The practical test of 
all this will be in its application to 
such special states and regions as 
are comprehended in the Southeast. 


The functions of the state plan-.. 


ning board may be appraised from 
two viewpoints. The first is in 
relation to its work within the 
state itself. The second relates to 
its opportunities and obligations 
within the broader field of federal, 
regional, and state planning poli- 
cies and techniques. Within the 
state itself, again, the board has 
two major functions. One is that 
of motivation in which it can point 
the way, raise standards, make the 
state planning-conscious, and set 
up framework through which by 
adult education, by publicity and 
promotion, and by actual experi- 
mentation it can exert important 
functions of leadership. ‘The sec- 
ond function within the state is for 
actual planning programs, for re- 
search into the basic problem 
areas, for experimentation in units 
of the planning framework, such 
as the conservation and develop- 
ment of resources and the promo- 
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tion of social well-being, and for 
advice to the Governor and other 
public officials. In its relation to 
the broader national policies and 
techniques of planning the state 
planning board again has a two- 
fold function. One is the very 
definite function~of promoting a 
more mature plan of federal-state 
equalization and reintegration pro- 
grams in relation to state and fed- 
eral cooperation. The other is the 
integration of regional planning 
programs within and among neigh- 
boring states. All of this is par- 
ticularly fundamental at the pres- 
ent time when the nation is at- 
tempting to work out its equili- 
brium between federal and state 
functions and between various ad- 
ministration groups and their local 
participation in the democratic 
process. Within the Southeast, it 
would be difficult to formulate a 
more important task than for these 
states to become more articulate in 
more cooperative arrangements 
with the resulting less rivalry and 
conflict. 

The functions of the regional 
planning group follow logically: 
First to integrate state planning 
and second to serve as buffer be- 
tween local and federal areas of 
control and direction; and con- 
versely to make the federal pro- 
grams and policies more unified 
and articulate. These functions 
comprehend also the task of per- 
fecting such multifactor regional 
divisions of the nation as will 
meet the needs of the next imme- 
diate period of American develop- 


AGE 


ment. The National Resources 
Committee has stated well the 
ends in view for such regional 
divisions. They would “it is 
hoped: (a) Decentralize the pres- 
ent Federal assumption of plan- 
ning from the National Capital; 
(b) give additional support and 
redirection to the energies now 
going into State planning; and 
(c) bring nearer to the common 
citizen the relevant aspects of na- 
tional planning. _ Moreover, it is 
hoped that such a real arrange- 
ment will utilize that general sec- 
tional loyalty and consciousness 
which now exists by turning it 
directly into planning activity 
rather than allowing it to be di- 
luted or lost in a general national 
current. In the latter, there is 
all too much chance of such val- 
uable motivations developing into 
violent back-eddies and swirls of 
Federal distrust or jealousy rather 
than reinforcing the main cur- 
rent.” 

We must repeat here the con- 
clusion that while it is not possible 
to set up the perfect regional divi- 
sion of the Nation, the six-fold 
arrangement used in the present 
volume is based upon a very large 
number of practical considerations 
as well as technical indices. The 
divisions are preeminently “prac- 
tical” to the extent that they serve 
as the basis for further analysis 
and continuing attempts to arrive 
at the best regional arrangements; 
to the extent that they may be 
“useful” in next steps; and to the 
extent that they have served their 
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main purpose, namely, to give the 
best regional picture possible. We 
must emphasize again not only the 
significance of states in the pres- 
ent order of development, but the 
absolute necessity, for the present, 
of utilizing them in all major 
groupings for planning and for 
interstate compacts. Thus, al- 
though critics of the “group-of- 
states” delineation of regions 
. rightly point to the fact that such 
* regions are largely in the nature 
of loose combinations of states, and 
that exact delineation of regional 
bounds is not possible, the facts 
are that the supreme practical test 
of any regional arrangement must 
be in its acceptance and utiliza- 
tion by the States. 

When it comes to specifications 
for the third practical require- 
ment it is not within the bounds 
of this volume to discuss the na- 
ture, functions, and constitution 
of the proposed National Planning 
- Board except to point out its in- 
” tegral place in any such regional 
planning approach as has been in- 
dicated for the Southern regions. 
As such an integral unit, it fol- 
lows that the effectiveness of state 
and regional programs will vary 
directly with the successful func- 
tioning of the National Board, 
duly authorized by Congress and 
so constituted as to represent not 
only the people but to make avail- 
able for the whole people a con- 
tinuous expert inventory of the 
needs and trend of the nation; 
‘and not only to act as buffet and 


balance between nation and re- 


gions but also as joint servant of 
the administrative, legislative, and 
judicial branches of the govern- 
ment. ‘The extremely practical 
implications of such a board may 
be seen from the many and varied 
considerations in the foregoing 
pages or again from an examina- 
tion of the dilemmas due to the 
present complicated federal-re- 
gional arrangements. 

After all, however, so far as 
the conclusions drawn from the 
Southern Regional Study are con- 
cerned, the supreme test of prac- 
ticality must be two-fold. One is 
the test of stability and perma- 
nence; the other is in terms of 
what can be done, how much can 
be done, how well and how endur- 
ingly it can be achieved, why and 
how next steps can be taken. In 
fine, the test must be measured 
by the needs which must be met 
in order to insure the success of 
these new and essential difficult 
policies and procedures. In still 
other words, practicality is the 
master which must determine 
practicability, even as necessity 
drives the region to new discovery 
and technical mastery over its 
whole physical and cultural do- 
main. Keeping in mind the gen- 
eral objectives which we have set 
up and the detailed procedures 
which we have enumerated, the 
first step in practicality is after 
all the beginning. And of the be- 
ginning, a first essential is frank 
recognition of the need for a re- 
directed economy. And in this 
facing of facts another essential 
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is the recognition that planning 
does not consist of utopian recon- 
struction, but in the achievement 
of optimum programs of produc- 
tion, of balanced agriculture, of 
equilibrium between agriculture 
and industry, and of population 
development and _ distribution. 
Next steps follow logically: The 
selection of areas of planning; 
the assembling of the necessary 
facts for each field; the practical 
cooperation between research and 
education groups and those who 
determine the public policy; co- 
operation between the necessary 
agencies, local, state, regional, fed- 
eral; full recognition of the diff- 
culties involved, of the failures in 
the past, of limitations of present 
personal; and then to pay little 
attention to these obstacles, except 
as they must be overcome by defi- 
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nite priority schedules of plan 
and work. 

It must be clear, therefore, why 
the three-fold forces of state, re- 
gional, and national agencies are 
predicated as the minimum prac- _ 
tical requirements for the South- 
east which must somehow combine 
a new motivation and realistic de- 
sign with adequate stabilizing and 
permanently reinforced agencies of 
action. [The earlier premise of 
regional-national. cooperation as 
the minimum essential for bridg- 
ing the extraordinary chasm _be- 
tween the region’s possibilities and 
its actualities thus reappears as 
the practical test of the region’s 
capacity for development. “The 
urgency of the situation justifies 
the conclusion that this test of 
American Regionalism should be 
made before the turn of the mid- 
century. 


Miscellany 


Judging by inquiries sent to the 
offices of the Pian AcE there is 
accumulating interest throughout 
the country on the question of 
economic and social planning. 
Unstimulated requests for ma- 
terial to PLAN AcE has increased 
during the last few months. 
jE TAN BS 


The London School of Eco- 
nomics will this month have a con- 
ference under the sponsorship of 
the League of Nations Union. The 
conference is designated as Lecture 
Conference on the International 

Labor Office and World Planning. 
(aX SMES IS 
_ The program of the Lecture 
Conference in full is as follows: 

Tuesday, February 18, 1936 
10:15 a. m.— WELCOME: 

Professor Gilbert Murray, 

LL.D., D.Litt (Chairman, 
Executive Committee, League 
of Nations Union). 

10:30a.m—Tue I. L. O—A 
GENERAL SURVEY 

Chairman: Sir Atul Chatterjee, 

Geir. KCS.1. .CPresi- 
dent, International Labour 
Conference, 1927; Member, 
Governing Body, I. L. O., 
1926-33; Chairman, Govern- 
ing Body I. L. O., 1933; 
High Commissioner for India, 
1925-31). 

Speakers: *Mr. Lewis L. Lor- 

~ «Denotes an invitation has been issued, 


put no reply received at the time the 
programme is being printed. 


win (International Labour 
Office, Geneva). 

Sir Malcolm Delevigne, K.C.B., 
K.C.V.O. (Formerly Dep- 
uty Permanent Under-Secre- 
tary of State, Home Office; 
Delegate to Washington 
(1919) and other Interna- 
tional Labour Conferences). 

Discussion 
2:30 p.m—Tue I. L. O. ann 
NaTIVE LABOUR 

Chairman: Mr. Arthur Hayday, 
M.P. (National Union of 
General and Municipal 
Workers; Member General 
Council, Trades Union Con- 
gress). 

Speakers: Mr. L. S. B. Leakey, 
A.M. Ph.D. (Anthropologist 
and Student of African 
Problems; Author, “Kenya 
Contrasts and Problems”) 

Major G. St. J. Orde Browne, 
O.B.E. (late Labour Com- 
missioner, Tanganyika Ter- 
ritory; Substitute Member, 
International Committee of 
Experts on Native Labour, 
Geneva). 

Mr. J. Merle Davis (Director, 
Dept. of Social and_Indus- 
trial Research and Counsel, 


International Missionary 
Council). 
Discussion 
4:45-6:30 p.m. — TEA RECEP- 
TION 


Speaker: The Rt. Hon. the 
Viscount Cecil of Chelwood. 
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Wednesday, February 19, 1936 
10:30 a.m.— ApproacHEsS ‘To- 
warps WorLp PLANNING 
Chairman: Mr. A. A. H. Find- 
lay (Chairman, General 
Council, —Trades Union, 
Congress; United Pattern- 
makers’ Association). 
Speakers: Mr. Graham Hutton 
(Assistant Editor of “The 
Economist” ) 
*Professor John Hilton 
Discussion 
2:30 p.m.—CoNnTROL OF UNDE- 
VELOPED AREAS AND Raw 


MATERIAL 

Chairman: *Rt. Hon. Malcolm 
Macdonald. 

Speaker: Mr. W. S. Thatcher 


(Censor, Fitzwilliam House, 
University of Cambridge). 
Discussion 


*Denotes an invitation has been issued, 
but no reply received at the time the 
programme is being printed. 


Thursday, February 20, 1936 
10:30 a.m.—PopuLaTiIon Move-: 

MENTS AND Wor Lp POLIcyi 

Chairman: Rt. Hon. Margaret: 
Bondfield, J. P., LL.D. 

Speakers: Professor A.M. Carr- 
Saunders (Professor of Social! 
Science, University of Liver-- 
pool). 

Dr. R. R. Kuczynski (Londag 
School of Economics). 

Discussion 
2:30 p.m.—NvUTRITION AND So-- 

cIAL Poticy 

Chairman: Captain L. H.. 
Green (Chairman, Industrial | 
Advisory Committee, League: 
of Nations Union) 

Speakers: Sir Frederick Gow-. 
land Hopkins (President, 
Royal Society, 1931; Presi- 


dent, British Association, 

1933). Sir Daniel Hall, 

K.C.B; FR Ss Lea 
Discussion ~ 
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Planning the Southeast 


An Abstract of the Inventory Made by Howard W. Odum for the 
Southern Regional Committee of the Social 
Science Research Council 


By 
DONALD BECKER 


se NVISAGING the United po uereanes wages, income, and 
States as a vast mosaic 4, Expansion of the basic con- 

of naturally-defined geo- Repel pce oe cher Decre Ey. 
graphical regions and A*Valfueed’agriteture foe an 
sub-regions, Howard W. Odum, increased value economy, in place 
director of the Institute for Re- ae a emphasis on commercial 


‘search in Social Science at the 
University of North Carolina, be- 
lieves the logical approach to na- 
tional social planning is by simul- 
taneous, integrated planning of 


Odum’s inventory of the South- 
east region further indicates no less 
than 25 major steps in achieving 
these fundamental objectives: 


both the nation as a whole and the 1. General recognition, national as 
: ° well as regional, of the seriousness 
component regions of which the of the Southeast’s problems: “There 


is ample evidence to warrant the 


nation 1s made UD: conclusion that unless there is a 


; ~ Jt was obviously with this belief definite hanes in vezionat coon 
sas 2 ere W e retrogression in agri- 
on mind that he has presented the culture, in industry, and in general 
social inventory of the Southeast cultiee ce institutions. some 
. . s rm- 
that has just been published by the er ngeete ees 
$ G : 8. General recognition that the 
University ‘ of North Carolina problem of planning the Southeast 
Press. This article is an abstract region isa, national, not merely re- 
. : gional, obligation. 
of “Southern Regions of the 3. Recognition of the need (for 
j i 7 _ gradualness in planning, adapting 
United States. Sark plans to a flexible democracy, and 
A study of Odum’s inventory explaining plans to the people. 4 
Be 3° ° . Comprehension e natio 
indicates the selene a of the size of the job, : : 
yecti i . Recognition by e nation 0 
tal objectives te P ate of, the logical evolution of the South- 
the Southeast must keep in view: east’s culture. 
f 6. “... The need (on the part of 
1. “... Genuine liberalism that the nation as a whole) for wiser 
strives to maintain a quality civ- counsel than the growing body of 
ilization in a quantity world.” critics who tend to incite the 
2. Democracy to be attained South’s marginal folk to violent 
- through redistribution of wealth by revolution.” 2 
means of capacity to produce as well 7. Recognition of the need for “a 
as more mature equalization and sort of moratorium on violent in- 


reintegration programs. Saar dustrial and race conflict.” 
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8. Recognition of limits of re- 
gional planning. 3 

9. Replace concept of sectional- 
ism with that of regionalism. (See 
below for distinction between two.) 

10. Cooperation instead of state 
jealousies within the region. 

11. ‘Intelligent willingness to pay 
the price of progress. This means 
work, trained people, and patient 
persistence.”’ : 

12. More realistic facing of facts. 

18. Increased machine technology ; 
increased range of technology. 


14. Recognition of diminishing 
role of cotton in  Southeast’s 
economy. 


15. Recognition of prime impor- 
tance of dairying in agricultural 
reconstruction of Southeast. 

16. New diversity of crops and 
farming. 

17. Stopping exhaustion of soil. 

18. Stopping erosion of soil. 

19. Recognition of relative over- 
crowding of Southeast, with many 
folk returning, after meeting with 
disappointment in other regions, to 
submarginal homesteads. 

20. Recognition of the Negro as a 
special, but all-important, aspect of 
regional planning in the Southeast. 

21. Concentration of new  educa- 
tional institutions in a few, key 
subregions. 

22. Funds enough to permit proper 
launching, and to insure growth to 
maturity, of new educational insti- 
tutions. 

23. Revitalized adult education. 

24. Recognition of importance of 
social experimentation. 

25. Planning within two six-year 
periods of priority schedules. (Dis- 
eussed more fully below.) 


That is the plan of procedure 
growing from Odum’s analysis of 
the region. To be fully compre- 
hended, these six objectives and 
25 strategic movements must be 
viewed in the perspective offered 
by a bird’s-eye view of the region 
itself. Just exactly what is it that 
we are trying to plan for? 

Southeastern United States, 
unique in its range of soil and 
climate, with a population over 
25,000,000, and comprising the 
eleven states of Virginia, North 
and South Carolina, Kentucky, 


Tennessee, Georgia, Florida, Ala- 
bama, Mississippi, Louisiana, and 
Arkansas, must necessarily be an 
important factor in any scheme of 
national economic and social plan- 
ning. Moreover, the Southeast 
lends itself as a laboratory in which 
to test out plans for the nation. 

While the Southeast is still es- 
sentially an agricultural region, it 
contains the raw materials of in- 
dustry. Water power is adequate; 
forests abound; coal, iron, min- 
erals, and stone are plentiful. 
Communication is facilitated by 
waterways. Potentially, affirms 
Odum, the Southeast is the garden 
spot of the world; but he adds that 
it is far from being such. He 
points to the chasm between the 
Southeast’s potentialities and the 
Southeast’s actualities and main- 
tains that the social health of Dixie 
and the nation lies in the successful 
bridging of that gap. 

The Southeast is characterized 
by Odum “as to resources—super- 
abundance; as to science, skills, 
technology, organization — defi- 
ciency; as to general economy— 
waste; as to culture — richness, 
with immaturity and multiple 
handicaps; as to trends—hesitancy 
and relative retrogression in many 
aspects of culture... . 

“Some of the actual measures of 
this waste and lack of technology 
are found in deficiency indices, 
such as the lowest per capita farm 
income, the lowest income per 
worker, the lowest return per unit 
of horsepower, the lowest ratio of 
income from livestock production, 
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the lowest per capita purebred 
livestock, the lowest per capita 
ratio of pasture land, (and) a low 
carrying capacity for pasture lands. 
_.. There is a... deficit of 
121,000,000 gallons of milk based 
upon the average per capita na- 
tional consumption.” 

Like the rest of the world, many 
of the Southeast’s ills arise from an 
inability to keep pace, in the social 
field, with rapid changes in the 

technological field. But in addi- 
tion, since 1860, the Southeast has 
carried as a running sore the scar 
of the Civil War. The Civil War 
and Reconstruction Period left the 
Southeast poverty-stricken and bit- 
‘ter, discredited and with an in- 
feriority complex, faced with eco- 
‘nomic and institutional problems 
following the freeing of Negroes. 
‘As a result, we have “an environ- 
ment capable of producing a su- 
-perior civilization, yet so condi- 
tioned by complexity of culture 
»and cumulative handicaps as to 
“make the nature of future develop- 
ment problematical.” 

“The white population of the 
Southeast,” Odum remarks, “tends 
to reproduce at a higher rate and 
“has a larger ratio of children and 
young people than any other re- 
gion.” ‘This means a heavier edu- 
‘cational burden for the state 
governments in the Southeast than 
‘elsewhere—and where there is the 
least wealth. For some states to 
give their children the quality of 
education offered in other regions, 
would require 85 to 95 per cent of 


‘the states’ income from taxation. . 


The education problem is fur- 
ther complicated by segregation in 
separate schools of the Negro chil- 
dren in the Southeast. There are 
8,000,000 Negroes in the region, 
approximately one-third of the 
total population. 

In 1930 the Southeast had 600 
counties without library facilities 
of any kind. [Illiteracy is wide- 
spread. Conditioned by sectional 
traditions, public opinion shows 


evidence to indicate that much of 
the South was again veering right- 
ward toward the old type of state 
and sectional mindedness, wistful of 
its own peculiar civilization limited 
by geographical and traditional 
boundaries rather than seeking to 
develop a richer regional culture, 
merged into the national picture, 
but gaining strength from its nor- 
mal regional advantages. There 
were also hidden evidences in cer- 
tain peculiar sectional phenomena 
of possible trends, now toward un- 
suspected fascistic principles and 
now symptomatic of revolution. 
For instance, before Hitler’s Nazi 
Germany, parts of the South were 
revivifying an emotional culture 
through attack upon universities 
and intellectual life; through relig- 
jous coloring of politics and state- 
eraft; through appeal to sectional 
patriotism ; through intolerance of 
eriticism and opposition; and 
through continuing emphasis upon 
racial issues, Nordic superiority, 
and one hundred per eent Ameri- 
canism.... 


Economically, the Southeast suf- 
fers from the declining importance 
of cotton. Making a living on cot- 
ton is growing increasingly dif_i- 
cult. The land is becoming ex- 
hausted, requiring more and more 
fertilizer. Much of it is eroded 
and useless. Exports of cotton to 
foreign countries have fallen off 
with the world-wide depression. 
Competition from the Southwest 
is growing increasingly keener. 
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And finally, cotton substitutes on 
the home market have driven the 
value of the fibre down. 

The inventory of Southeastern 
ills goes much further along its 
dreary way, each milestone a monu- 
ment to the lack of regional plan- 
ning. There is undernourishment 
because farmers concentrate on 
cash crops of cotton and tobacco 
and neglect to raise foods for home 
consumption. Farms are poorly 
managed. Farm tools and animals 
are neglected. Homes stand un- 
painted. Unable to support its 
fast-reproducing population, the 
region has sent to other areas since 
1900 over 3,500,000 persons, 
among them numerous leaders. 

The Southeast lacks industrial 
technics: what the region has is 
good, but the range of technics is 
inadequate. The range is inade- 
quate because capital is hard to get, 
and capital is hard to get because 
the Southeast is a debtor region 
and interest rates are high. In- 
comes and wages are from 30 per 
cent to 50 per cent below the na- 
tional level. Large numbers of 
submarginal folk, unable to con- 
tribute to the support of govern- 
ment, create peculiar problems in 
public finance. 

The Southeast must solve the 
problem of “killings and homicides, 
of state conflicts and rivalries, of 
. sectarian strife, of race conflict, of 
lynchings and mobs, of drain and 
strain in intemperate work and 
living for men, women, and chil- 
dren.” Further: “Pellagra, a form 
of malnutrition, demonstrably cur- 
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able or preventable, has occurred 
in the past in perhaps two per cent 
of the whole population and within 
subregions in very large ratios. 
From 50 to 90 per cent of southern 
school children in large areas re- 
ceive inadequate diets for any nor- 
mal health standard ; perhaps more 
than 50 per cent of all school chil- 
dren examined showed carious 
teeth; standard tests show inade- 
quacy of minerals and proteins in 
most food. There is a large waste 
in tuberculosis, rickets, anemia, 
and many other results of poor 
diet. All this in a land peculiarly 
fitted for a superabundance of food 
of all sorts, rich in minerals, vita- 
mines, and proteins. . . .” 

In the Southeast is the nation’s 
highest ratio of child and female 
labor. School teachers are poorly 
paid, and many emigrate to other 
regions. 

But the picture is not altogether 
drab. There are bright spots. 
Educational facilities may be in- 
adequate, yet the Southeast, with 
but 12 per cent of the nation’s 
wealth, spends 20 per cent of the 
national total spent for  state- 
supported institutions of higher 
learning. 

The region is rich in natural 
resources. From a quantitative 
standpoint, the region is also rich 
in human resources—perhaps too 
large a population for its own. 
good. Traditions handed down 
from the “Old South” make for 
zest and color in living, for human- 
ism, dignity, hospitality, individu- 
ality, and for what Odum calls a 


~ a en oe 


_ rollment in public education. 
the case of the Negro, great strides 


Nevertheless, 
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a : ; ‘ 
“capacity for romantic realism.” 


The Southeast is poor. The 
country as a whole, for example, 
has an automobile for every 5.2 
persons, while the Southeast only 
has one for every 8.8 persons. 
since 1900, the 
Southeast has shown a larger ratio 
of increased wealth than the 
United States as a whole. “In 
technology of iron and steel the 


“region excels as it does also in 


hydroelectric plants, petroleum re- 
fineries, rayon and paper mills, and 
in certain shipyards, sawmills, fer- 
tilizer factories, and other selected 
industries.” The same increased 
ratio holds true for the building of 
roads and for expenditures and en- 


In 


have been made in his education; 


not, perhaps, in comparison with 


white education, but certainly in 


comparison with the former status 


of Negro schools. 
Thus we have a picture of the 


- Southeast as a land of paradox. 


Much natural wealth, yet social 
poverty. Region of farms, yet im- 


porter of foods and user of defi- 


cient diets. Potentially the garden 


- spot of the earth, actually a region 


of broken hearts and_ backs. 
Abounding in traditions of good- 


living, actually lacking the means, 
~ oftentimes, of even a subsistence 


level of living. 


Traditions of 
humanism and Jeffersonian demo- 


cracy juxtaposed to discourage- 


ment of the arts, religious intoler- 


ance, and racial prejudice. High- 
est ratio of human reproduction, 


yet losing the cream of its human 
wealth because unable to support 
it. Stronghold of Protestantism 
in the United States, leader in 
homicides and lynchings. Land of 
sunshine and open fields, land of 
undernourishment and_ tubercu- 
losis. Technological deficiency, in- 
stitutional inadequacy, human and 
physical waste, bigotry and dema- 
goguery, above all else, ignorance 
—these epitomize the problem of 
regional planning in the Southeast. 

As an attempt to bridge this 
chasm between regional possibility 
and regional actuality, Odum 
makes the proposals enumerated at 
the beginning of this abstract. In 
taking these first steps toward a 
regional plan for the Southeast, it 
seems important to distinguish be- 
tween sectionalism and _ regional- 
ism. Primarily, the distinction 1s 
one of emphasis. Sectionalism seeks 
to shape national policy for the self- 
ish good of the geographic unit; 
regionalism seeks the development 
of the same unit for the general 
good of the country, recognizing 
that the country as a whole can be 
no stronger than its component 
parts. But whereas sectionalism 
countenances the sacrifice of gen- 
eral well-being for sectional gain, 
regionalism is willing, if necessary, 
to sacrifice regional gain for na- 
tional well-being. 

While  sectionalism, — writes 
Odum, has been “powerful in the 
development of all the nation, it 
became in the South ‘America’s 
Tragedy,’ being the final arbiter 
of economic and cultural fortunes 
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and conditioning the South to iso- 
lation, individualism, ingrowing 
patriotism, cultural inbreeding, 
civic immaturity, and social inade- 
quacy.” Although sectionalism im- 
plies “rugged individualism,” and 
a disdain for cooperation, Odum 
concludes “that regional recon- 


struction can be _ successfully 
achieved only in relation to na- 
tional integration and _ inter- 


regional adjustments. By the same 
token national social planning must 
be based upon regional analysis 
and functioning, giving logical 
values to regional differentials and 
distributions. . . .” 

Odum would adapt planning 
for the Southeast to two succeed- 
ing six-year periods. His first six- 
year period, from 1937-8 to 
1943-4, would allow for two or 
three state legislative sessions. 


There would also be parts of three 
federal administrations. Thus the 
period would be long enough for 
adequate legislation, but not too 
long. There would also be enough 
time for crop rotation, soil erosion 
service, rural rehabilitation and 
transfer of tenant farmers to a 
state of land ownership; time 
enough for experimentation in live- 
stock and seed breeding, in part- 
time industry and farming, in de- 
veloping new industries, and in 
outlining new educational curri- 
cula and research programs; time 
enough also to train and apprentice 
workers for both old and new 
skills. Odum’s second six-year pe- 
riod would be based on a priority 
schedule similar to the first; the 
differentiation between the two pe- 
riods would be primarily to facili- 
tate profiting in the second by the © 
experiences gained in the first. 


Realistic Premises For Regional Planning Objectives 


By 


HOWARD W. ODUM 


_ [Coordinated excerpts from 
Howard W. Odum’s “Southern 
Regions of United States’ pub- 
lished by the University of North 


somewhat distinguished 
4. from some of the other 
" regions, is found in the major part 
_ which state areas, state pride, state 
" patriotism play in the total of the 
regional culture. For those who 
wish to hasten the day when state 
_ boundaries shall play less and less 
» important roles there must be yet 
_ more exploration and realistic pre- 
_ mises for that objective than have 
yet appeared. While this is pecu- 
liarly true of the Southeast it is 
also important for most of the 
Nation. 

The significance of the states in 
regional appraisal and planning is 
fourfold. First, it is not possible 
ito understand the Southeast with- 
out sensing the peculiar place 
_ which the states hold in its history 
and culture. In the second place, 
"state differences indicate the com- 
plexity of the regional culture and 


7 
vs 


i, problem and illustrate the great 


subregional variety of the South- 
east. In the third place, the per- 
sistence and vividness of the states 
accentuate the need for subregional 
functional groupings which cut 
across state boundaries and also 
for subregions within the states 
where counties which vary from 
type cluster in sufficiently large 
numbers to constitute special areas 
of homogeneity. And, finally, the 
states of the entire nation serve 
this same threefold function for the 
whole national culture and sub- 
regions as the Southeastern States 
do for that region, and they vivify 
the current problem of attaining 
equilibrium between federal and 
state authority. The close inter- 
relationship among all these aspects 
and with the general framework of 
the Southern Regional Study em- 
phasizes both the functional and 
descriptive nature of the treatment 
of the whole important question of 
states and regions. 

The states we have with us al- 
ways. They are the warp and 
woof of the federal fabric. They 
are the multiples of a cumulative 
nation. They are members of the 
families of historical sections and 
of current emerging regions. They 
are articulate individualists, jealous 
of their rights, prideful of their 


8 PLAN AGE 


heritage, conscious of their auton- 
omy. While this is especially true 
of the Southeast, it is likewise gen- 
erally true of the nation. Yet the 
Federation of States, with its inevi- 
table increasing range and power 
in an expanding and complex ur- 
ban industrial America, we have 
equally and increasingly with us, 
constantly revivifying the problem 
of balance between central and 
local control in democratic society. 
It must be clear that the old state 
sufficiency and states’ rights can no 
longer be effective; no more can 
the complete dominance of the cen- 
tral power. Hence, logically comes 
this buffer of regional arrange- 
ments to seek equilibrium between 
centralization of power and the 
doctrine and practice of states’ 
rights, both of which still retain 
great vitality in the American 
order. 

If to the current national situa- 
tion which also harks back to the 
unquestioned dominance of the 
states in the pre-constitutional days 
of the republic, we add the south- 
ern historical state loyalties and 
states’ rights pattern, it is easy to 
understand both the theoretical 
and practical significance of the 
state in the South in any realistic 
inventory of our regional status 
and problems. Dilemmas, how- 
ever, are equally as realistic and 
as easy to understand. ‘The states, 
too small, too historically inciden- 
tal, too artificially set apart, mani- 
festly are inadequate units for 
measurement or administration. 
Yet historically, legally, constitu- 


tionally, statistically, they are or- 
ganic divisions which it is not pos- 
sible to ignore as fundamental units 
of both appraisal and administra- 
tion. 

The states, then, represent one 
horn of the national dilemma. The 
other extreme is the federal cen- 
tralization of control, which is 
equally as realistic a trend as the 
states are historical fact. Not only, 
however, is the theory of the state 
and local control a part of the 
American system, but it inheres in 
the social objectives of democracy 
to develop, conserve, and give repre- 
sentation to each demotic unit of 
culture. It is a part of the doctrine 
of equality of opportunity which 
applies to local group units as well 
as to individuals. Thus, the revivi- 
fication of states’ rights and section- 
alism is a logical outcome of the 
struggle to redefine this equilibrium 
between individuation and sociali- 
zation. But it is more than that in 
that it challenges regional planning 
to the very practical task of achiev- 
ing a more perfect union and rein- 
tegration of all parts of the nation 
without the old sectional conflict. 
The task is especially important in 
the light of the unevenness of our 
national development and of the 
opportunity to equalize more nearly 
wealth and standards of well-being 
in the different parts of the United 
States. Here, as elsewhere, the 
Southeast affords a vivid example 
of both problem and prospect. 

Recognizing the national culture 
and unity as the main motivation 
and criterion of American culture, 


PREMISES FOR REGIONAL PLANNING OBJECTIVES 9 


we have nevertheless pointed out 
that, due to the bigness of the na- 
tion and its cultural backgrounds 
and motivations, as well as to tech- 
nological considerations, the re- 
gional approach and analysis are 
fundamental to any successful per- 
manent social planning program or 
procedure in the United States. 
At the same time we have recog- 
nized the difficulty of attaining 
‘satisfactory delimitations of areas 
which will serve both for purposes 
_ of general analysis and special func- 
tional administration. We have 
recognized the chaotic situation in 
which the nation finds itself faced 
with a hundred different alloca- 
tions of its major regions, for the 
most part so designated inciden- 
tally or for special convenience. 
Our conclusion then was that the 
_ two essential next steps are, first, to 
agree upon a small number of ma- 
jor regions in which measures of 
- homogeneity and functional char- 
» acter approximate most nearly the 
desired purposes; and, second, to 
- provide for whatever subregional 
divisions of these major regions 
may be necessary for specialized 
purposes. If, for instance, it may 
appear that a larger number of 
major regions is needed than the 
six utilized in the Southern Re- 
gional Study, the answer is that, 
pending the nearer approximation 
of such divisions, it is assumed that 
whatever, subregional reclassifica- 
- tions are necessary will be utilized, 
not only for the specialized pur- 
~ poses in hand, but as procedures in 
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determining the best number and. 


area for the all-purpose region. Or 
if the Far West, as is claimed, re- 
flects an unusually great range of 
subareas of heterogeneity, it is no 
more marked than are the many 
subregions of the Southeast. ‘Thus, 
we have pointed out that just as it 
is not possible to understand and 
plan for the aggregate nation with- 
out the aid of regional analysis, so 
each of the major regions is of such 
great expanse and diversity that its 
understanding and planning can be 
successfully achieved only through 
the subregional or functional an- 
alysis. 

This subregional appraisal, how- 
ever, is also vitally related and in- 
dispensable to the adjustment of 
the states in their relative places in 
administration and analysis. That 
is, most of the specialized geo- 
graphic, cultural, economic, politi- 
cal tasks involve the cutting across 
state lines to achieve a broader sub- 
regional homogeneity than is found 
in a single state. And within the 
separate states, such as California 
or Florida, subregional divisions 
are essential to realistic planning. 
This may be illustrated again by 
the Illinois Planning Primer which 
points out that “Our State is, in a 
sense, a pattern of regions of one 
kind or another; trade regions, 
drainage basins, or other configura- 
tions conditioned by the various 
existing physical, economic, and so- 
cial unities. “These regions are re- 
flected in the overlapping of com- 
mon problems, the intelligent and 
economical solution of which lie 
outside the reach of the separate 
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municipalities or political units. 
The more unified and coordinated 
affairs may be within the bounda- 
ries of a region, the more effective 
the regional life. Every municipal 
or rural plan, large or small, needs 
to be viewed as part of or as a sup- 
plement to the larger regional plan. 
Coordinated, adjusted, and har- 
monious development within the 
bounds of any region can be accom- 
plished only by cooperative action 
and by planning with a broad view 
to the needs of the region as a 
whole in mind.” 

This viewpoint of the impor- 
tance of subregions, in relation to 
the states, may be examined a little 
further. The National Resources 
Committee, for instance, has ex- 
pressed the judgment that “It is 
obvious that national planning re- 
gions will largely ignore state 
boundaries, since such lines rarely 
enter into the factors for which 
planning must be done. Indeed an 
area over which a major develop- 
ment project has to be planned will 
probably never coincide with a state 
or group of states.”” This evidently 
refers primarily to planning for 
physical development. On_ the 
other hand, the major emphasis of 
later reports stress state planning 
boards as the key to most, effective 
planning, which necessarily recog- 
nizes states as basic units. "There 
is likewise in another discussion of 
the significance of state boundaries 
the following verdict: “Since plan- 
ning is conceived of as a long-time 
program involving the whole eco- 
nomic and social structure . . . the 
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present administrative units such as 
states, counties, and perhaps town- 
ships, will have to be given due 
considerations. Federal and state 
constitutions, which defend state 
rights so jealously, will serve as 
barriers to the division of the na- 
tion into broad natural-economic 
regions such as the Middle West, 
the Palouse Wheat Country, or 
the Industrial Piedmont.’’ While 
the extreme premises of some of the’ 
political scientists.and regionalists, 
that the states must more and more 
disappear from the picture, seem 
quite outside the realm of imme- 
diate possibility, the objectives 
sought are important; but they 
can be attained, if at all, only 
through effective functional sub- 
divisions of the regions, in which 
for these purposes state boundaries 
will be only incidental. 

Another viewpoint emphasizing 
the subregional approach is that of 
Raymond Thomas, who, as chair- 
man of the Southern Regional 
Committee wrote: “Your sugges-— 
tion that county indices be used for 
experimenting with methods of de- 
termining a rational regional divi- 
sion of the United States it seems 
to me is helpful. In many respects, 
as you quite well know, state 
boundaries do not mean much in 
useful social science research. Our 
states are historical accidents. I 
like to think of the possibility that 
we may move during the next hun- 
dred years far toward the actuality 
of regional legislation. The talk of 
an inter-state compact for legisla- 
tion relating to petroleum resources | 
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in the Southwest is a faint evidence, 
it seems to me, of a possible trend 
in the future. Your ‘county in- 
dices’ divisional map, 1 think, in 
certain particulars is to be pre- 
ferred to the ‘state line’ map. 
However, each of the divisions 
(and I am thinking particularly of 
the Southeast) includes a vast ter- 
_ritory. So large is the area and so 
_varied are the demographic, eco- 
~ nomic, and historical (institutions, 
traditions, thought patterns, etc.) 
characteristics that I am inclined 
to question the usefulness of a divi- 
sion of the country into six regions. 
The larger the area the more diffi- 
cult is the problem of discovering 
regional homogeneity. More and 
more I am leaning toward the 
‘smaller region, both for purposes 
of useful research and for possibili- 
ties of regional action—planning 
legislation, institutional articula- 
tion, etc. It may be that in the 
social sciences our research should 
be concerned more than it has in 
the past with smaller units or 
areas.” 

Strangely enough, this persist- 
ence of the states accentuates the 
importance of subregions both 
- within the larger national regions 
and within the states themselves. 
For whatever may be the merits of 
the claims for ignoring state lines, 
the realities of the situation are 
such that the states are ‘as yet the 
most vivid and vital units in any 
regional approach. It is not only 

‘that statistical indices are based 
upon them, or that legal rights and 


_ privileges are inseparably bound up. 


with the states, but the historical 
and cultural influences are still 
dominant. ‘There is no inherent 
conflict in the two positions; one 
advocates certain all-purpose major 
divisions of the nation, fabricated 
each of a certain number of states; 
while the other insists upon greater 
functional homogeneity than the 
states afford. Both constitute the 
minimum essentials necessary to 
meet the present reality. 

While this is peculiarly true of 
the Southeast, it is important here 
as elsewhere to present the South- 
east in comparison with the whole 
nation. When so presented, there 
emerges a comprehension of the 
real America of states and regions 
which it is not possible to attain in 
any other way. One approach to 
this cultural place of the states in 
the nation is through the eyes of 
literary folk as already mentioned 
in regional fiction. William Allen 
White says of American literature 
that it must necessarily be regional 
literature, with much of its best 
expression centering upon state 
scenes and portraiture. A host of 
writers and editors devote their 
best efforts to the portraiture of 
the states and provinces in periodi- 
cal literature. During the 1930’s 
more than a thousand such writers, 
young and old, were personifying 
the several states and regions in as 
many prize-seeking articles por- 
traying the nation. 

Indeed, the case was fairly well 
stated that, for the most part, 
America’s vitality, its humor and 
pathos, its immaturity and youth 
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are abundantly expressed in the 
character of the states. 

Here is portraiture of incredibly 
interesting and varied, of bright 
and stupid, folks: Yellow-Ham- 
mers of the Cotton State of Ala- 
bama; Apaches ofthe Sunset State 
of Arizona; Travellers from the 
Bear State of Arkansas; Gold 
Hunters from Golden California; 
Rovers from centennial Colorado; 
Wooden Nutmegs from Connecti- 
cut; Blue Hens from Diamond 
Delaware; Sand Crackers from 
Flowering Florida; Crackers again 
from the Empire State of the Geor- 
gia South; Suckers from Prairie 
Illinois; Hoosiers from Indiana, 
Hawkeyes from Iowa, Jayhawkers 
from Sunflower and Squatter Kan- 
sas. Over there are the pictures of 
Corncrackers from Blue Grass 
Kentucky; Creoles from Pelican 
Louisiana; Foxes from Pine Tree 
Maine; Old-Liners from Mary- 
land; Bay Staters from Massachu- 
setts; Wolverenes from Michigan; 
Gophers from Minnesota; Tad- 
poles from Mississippi; and “show 
me” from Missouri. And again, 
mountain treasures of Montana; 
silver hordes of Nevada; grey gran- 
ite of New Hampshire; green gar- 
dens of New Jersey; dry sunshine 
of New Mexico; rich turpentine 
of North Carolina. There are 
other symbolic pictures again: 
Empire New York, Keystone 
Pennsylvania, Little Rhody Rhode 
Island, Volunteer Tennessee, Lone 
Star Texas, Salt Lake Utah, Green 
Mountain Vermont, Evergreen 


Washington, Panhandle West Vir- 


ginia, and Grand Old Dominion 
Virginia. Yet more: Tarheels and 
Beagles, Clamdiggers and Badgers, 
Beefhounds and Butternuts, Lea- 
therheads and Gunflints, Knicker- 
bockers and Tuckahoes, Buckeyes 
and Webfeet, Clam Catchers and 
Sagebushers, Cornhuskers and Jer- 
sey Blues. And always banter and 
rivalry, firsts and lasts. 


A: 
REGIONAL DEFICIENCIES 


With these qualifications in mind 
we may proceed, then, to emphasize 
the region’s general deficiencies in 
terms of certain comparative stand- 
ards. ‘Thus, if Stuart Chase’s six 
fundamental factors in production 
be used as a measuring rod, the 
Southeast excels in the first, name- 
ly, natural resources available, but 
lags in the other five; namely, the 
use of inanimate energy, the use of 
skilled labor, the employment of 
technical management, the pres-_ 
ence of an adequate culture heri- 
tage of technical arts, and the pro- 
duction plant itself. Or if another 
general type of comparative meas- 
ures be sought, the South excels in 
two of the five major sources of 
wealth, as we have sought to group 
them, and lags in three. That is, 
it excels in the superabundance of 
its natural resources and its human 
resources, and lags in the measure 
of its technological wealth, its arti- 
ficial wealth, and industries, and its 
institutional modes of life and cul- 
ture. This means that in all aspects 
of its potential resources it reflects 
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the technological lag. For it does 
not afford the technical institutions 
for the development and use of its 
human resources any more than it 
does for its physical resources. 
These appraisals, as well as 
other illustrations of comparative 
status and standards, will appear 
from the cumulative map pictures 
of the region and their accompany- 
ing statistical arrays. “They are 
more vivid in such illustrations as 
the extraordinary ‘spectacle of 
Christmas trees and carrots and 
spinach from California actually 
being marketed in the Carolinas, 
lands of many green trees and of 
garden soil de luxe; or of fifty times 
more poultry produce rolling in to 
New York from California than 
from the nearby neighboring Caro- 
linas. Here are erstwhile incred- 
ible feats of technology—present 
incredible feats of regional defi- 
ciency in technology and intelligent 
action. Thus abide twin deficien- 
cies of production and of consump- 


tion with resultant multiple defi- 


_ciencies in standards of living, in 
health, in vitality and initiative. 
Or to make the tests according 


to the several factors of land and 


soil, rivers and rain, and the other 
units of natural endowment, we 
begin with an appalling regional 
harvest of deficiency which flows 
from the richest of endowments; 
namely, soil, rainfall, rivers and 
streams. ‘This waste is measured 
- jn terms of more than half of all 
the nation’s erosion toll. Of the 
nation’s more than 150,000,000 


acres of eroded land, the two ma-. 


jor southern regions furnish more 
than 97,000,000, or 61 per cent. 
Of this perhaps three-fourths is in 
the Southeast. To select the worst 
eroded lands only, Bennett’s esti- 
mates, based upon the actualities ot 
accurate samplings, indicated that, 
of Alabama’s approximately 9,100,- 
000 acres in cultivation in 1930, 
approximately 4,000,000 have been 
largely denuded of the top soil. 
Of the total of denuded lands in 
the other Southeastern States, 
there were 5,000,000 acres for 
Georgia, 4,000,000 for Mississippi, 
2,500,000 for North Carolina, 2,- 
000,000 for South Carolina and 
Louisiana, probably more than 3,- 
000,000 each for Arkansas and 
Tennessee, and 1,500,000 for Vir- 
ginia. A single county in the South 
Carolina Piedmont had actually 
lost by erosion 277,000 acres of 
land from cultivation. 

Yet the total losses of land use 
and soil fertility are not limited to 
lost acres or wasted top soil. There 
are other millions, perhaps five 
million acres, of stream bottom- 
land that have been affected by the 
filling of stream beds and conse- 
quent overflow and other thousands 
of acres of arable land have been 
handicapped by sand and gravel 
from the hillsides. And still other 
immeasurable loss through soil 
drainage and depletion, due to the 
single crop systems of the region, 
are augmented by the rapid run- 
ning off of water from the over- 
tilled fields lacking in rotation cul- 
tivation. No one has estimated the 
total loss, yet from the estimated 
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ageregates of the nation the South- 
east’s preponderant part may be 
appraised adequately for recon- 
struction purposes. Annual net 
losses by crop removal have been 
estimated at from 3,000,000 to 4,- 
000,000 tons of nitrogen, nearly 
2,000,000 tons of phosphoric acid, 
and nearly 5,000,000 tons of pot- 
ash. Losses by solution or leaching 
were estimated to be of no less than 
3,500,000 tons of potash and more 
than 500,000 tons of nitrogen and 
phosphoric acid. From erosion it 
was estimated that the losses in- 
cluded more than 20,000,000 tons 
of potash, 1,500,000 tons of nitro- 
gen, and more than 2,000,000 tons 
of phosphoric acid. If to this an- 
nual loss of more than 35,000,000 
tons of the three most important 
elements for plant growth be added 
the aggregate of recent years, some- 
thing of the stupendous drain can 
be pictured. In the last decade 
alone the staggering cost would run 
into the billions. But after all, the 
worst part of the picture is that of 
the destroyed land itself and the 
long chain of consequences to the 
region. Vast gullies and gulches, 
wagon wide and tree deep, spotty 
hillsides and great stretches of fields 
marred like some battle field—each 
year destroyed more and more, 
each decade added ugliness and 
havoc to the landscape. If con- 
tinued, this process would make 
the region impotent for agrarian 
culture or to supply wealth ade- 
quate to support industry and mer- 
cantile interests. 

The measure of drain from prof- 
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itless land has, of course, but be- 
gun to be made with the inventory 
of its nature and amount. There 
is, for instance, the annual pur- 
chase by the Southeast of 5,514,- 
000 tons of commercial fertilizer 
as compared with all the rest of the 
nation’s 2,594,000 tons, at a cost 
of $161,000,000. This expendi- 
ture represents a per acre cost of 
$2.71 as compared with a 30 cents 


per acre cost in the great farming © 


region of the Middle States. Now 
it is not the cost or the use of fer- 
tilizer which represents waste and 
drain—for the Southeast is rich in 
resources for the making of fertili- 
zer, and under proper technology 


there is a great future for such in- — 


dustry. It is rather the whole 
economy of leached and eroded 
lands, continuously drained by 
more cultivation of fertilizer money 
crops and the contrariwise absence 
of conservation and of other crops 
and technologies for the increase of 
value and output and the decrease 
of waste. These points, however, 
will be presented in the next chap- 
ter dealing with the agrarian South. 
The measure of outgo can be, in 
the meantime, pictured from the 
accompanying map pictures and 
tables. 

In the same way something of 


the agricultural deficiency will be © 
pictured in the comparison of po- 
tentialities with actualities in the — 


field of livestock and dairy produc- 
tion, and other aspects of agricul- 
ture closely correlated with the 


land drainage and technological | 


deficiencies of the Southeast. Suf- 


ee ere ers 
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fice it to point out here the con- 
sistently uniform deficiencies in 
number and value of livestock pro- 
duction, and in the consequent low 
return in money and in man power 
output and in the similar deficien- 
cies of soil improving crops, and in 
cooperative activities which would 
result from a reconstructed land 
use and land conservation. A sam- 
ple contrasting picture, product of 
~ more technology and planning, 

‘might be found in the development 
of a new dairy region in the South- 
east which would serve the three- 
fold purpose of rebuilding the soil, 
of avoiding the drain from fertili- 
zer and fertilizer farming econ- 
omy, and of coordinating the bal- 
anced program of agriculture and 
industry in the Piedmont South. 
Here again, however, technological 
_ deficiencies double back in the di- 

lemma of a regional deficiency of 
workers, white and black, who 
have either the skills or the wills to 


make of dairying a profitable in- 
dustry. Other aspects of this and 


similar dilemmas will appear in the 
cumulative picture and in the final 
chapter pointing toward regional 
planning programs. 
Yet this particular picture of de- 
ficiency may well be continued here 
to the extent that it illustrates the 
margin between potentialities and 
the present status as well as the 
multiple interrelated indices in- 
~ yolved. Thus deficiencies relating 
to this particular picture include 
the lowest per capita farm income, 
the lowest income per worker, the 
lowest return per unit of horse 


power, the lowest ratio of income 
from livestock production, the low- 
est percentage of total sales coming 
from cooperative sales, the lowest 
per capita pure-bred livestock, the 
lowest production of milk and 
dairy products, a low ratio of pas- 
ture land, a low carrying capacity 
for pasture lands, an extraordi- 
narily large drain from erosion and 
waste lands, a phenomenally high 
expenditure for commercial fer- 
tilizers, a low ranking in the va- 
rious mechanical techniques of 
farming and living, such as trac- 
tors, water, lights, telephone, and 
many others, in addition to defi- 
ciencies in health, literacy, educa- 
tion, and general cultural activi- 
ties. 

Proceeding to other selected 
facts, we note that the South has 
decreased in the last decade in the 
number of most livestock, and that 
the ratio of decrease is of consider- 
able significance. We note also its 
low production of milk and its 
lower consumption than the aver- 
age for the nation. We note also 
the low evaluation of its livestock, 
the low evaluation of their prod- 
ucts, and, on the other hand, the 
high ratio between cost of fertilizer 
and the depleted land and low 
farm crop returns per acre. And 
we also note in those counties and 
parts of states showing large defi- 
ciencies in this respect a corre- 
spondingly large burden of public 
relief services, and of other indices 
of inadequacy. But we also note 
great variation in different counties 
and different states, with here and 
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there not only a high degree of 
success but great increase within 
recent years, such as to indicate 
possibilities of immediate improve- 
ment through the proper use and 
technology. 


Il. 
THEORETICAL FRAMEWORK 


Common objections to the at- 
tempt to present a planning pro- 
gram are that what seems timely 
today may appear outmoded tomor- 
row; that detailed specifications 
seem out of place in any such gen- 
eral framework as would be com- 
prehensive; and that such a general 
presentation in turn appears ab- 
stract, visionary, theoretical, pre- 
sumptuous. Yet it is necessary, 
both in the range and content of 
planning programs and in the 
methods and means of approach, 
to indicate a theoretical framework 
which permits of such universal 
application and flexibility as to 
constitute a sound working basis. 

Thus, if we accept the foregoing 
types of approach, it is possible to 
indicate four major basic require- 
ments both sufficiently general and 
specific as to indicate next steps. 

The first is a more effective 
strategy and maturer program of 
federal-state equalization and re- 
integration. ‘This implies not only 
technical organization and arrange- 
ments through which equalization 
funds may be administered, but a 
more realistic concept and practice 
of regionalism in contradistinction 
to the narrow provincial assump- 
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tions that have too often confused 
regionalism with localism and sec- 
tionalism. Such a strategy and 
philosophy involve more than mere 
equalization of funds; they involve 
personnel and interregional con- 
tacts looking toward the equalizing 
of economic opportunity, social ex- 
perience, and cultural relationships, 
such as is fundamental to the read- 
justment of American ideals and 
practices in local, state, and federal 
relationships. Here appear to be 
involved the special phases of cul- 
tural attitudes already implied. 
Necessary on the part of the South 
are a more realistic facing of facts, 
a realization of the critical nature 
of its dilemmas, a greater unity of 
effort and reduction of internal 
jealousies and rivalries, and an in- 
telligent willingness to pay the 
price. On the part of the nation 
at large there appear to be needed 
especially a clearer recognition of 
the natural, logical, evolutionary 
nature of the South’s culture, a — 
better understanding of the size 
and importance of the problem of 
regional reintegration in the na- 
tion, and a maturer design and 
wiser counsel in regional matters 
such as will be commensurate with 
the needs and opportunity, and 
more actual participation by repre- 
sentatives of other regions in south- 
ern programs. Over and above all 
of these, it is understood, of course, 
it will be necessary to have ade- 
quate organization and techniques — 
for the analysis and administration 
of regional programs. 

The second major essential fol- 
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lows naturally the first. This is 
the need for adequate national- 
regional and regional-national ad- 
visory planning councils. This as- 
sumes, of course, the broad frame- 
work of social planning in which 
all institutions and regions may be 
represented in the democratic pro- 
cess and in which provisions are 
made for referenda to the people. 
On the assumption of a national 
- planning council so constituted as 
an official function of the federal 
government and on the assumption 
of continuing state planning boards, 
the minimum essential would be 
the regional planning board or ad- 
visory council. The first essential 
here is some sort of uniformity and 
agreement in the delimitation of 
major regions as opposed to the 
present conflicting and multiple re- 
- gional administrative divisions. It 
must be clear that if some sort of 
planning procedure is assumed for 
_ the main currents of national life, 
» regional divisions and arrange- 
ments cannot be left to the inci- 
dence of individual preferences and 
temporary convenience. Regional 
_ divisions having been determined, 
the regional advisory planning 
board would follow logically, on 
the one hand, as a regional repre- 
sentation of the national planning 
- council and, on the other, as a co- 
_ operating representative agency for 
the state planning boards. On the 
hypothesis of the continuing Ten- 
~ nessee Valley Authority, ex-officio 
direction of such a regional plan- 
_ ning board for the Southeast would 
- fall logically to a member of the 


TVA with each of the eleven 
Southeastern States represented by 
an ex-officio member of the state 
planning boards. In addition to 
these there is need for certain na- 
tional-regional advisory councils in 
which private agencies and institu- 
tions can formulate programs, pro- 
mote research and experimentation, 
and contribute to a continuing re- 
integration of the region in the 
national culture. 

Perhaps little needs be said about 
the third major essential for this 
regional planning approach except 
that funds for the specific purposes 
in hand must be adequate and avail- 
able for definite periods of time 
and for specified priority schedules. 


On the part of the Federal Gov- 


ernment, funds specially appropri- 
ated and earmarked for regional 
purposes and for interstate cooper- 
ative programs would be effective. 
There would be many variations in 
the nature and purpose of such 
funds, the presumption being that 
they would be determined by the 
combined counsel of the groups and 
boards already designated. On the 
part of private agencies a reserve 
fund adequate and properly ear- 
marked and allocated to such re- 
gional priority schedules over a suf- 
ficiently long period of time, would 
be most effective. Here, again, the 
assumption would be for a clear- 
cut and bold strategy in which the 
endowing individuals and founda- 
tions would employ the same co- 
operative measures as are recom- 
mended for governmental agencies, 
and that their conclusions would be 
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reached after careful examination 
of broad factual evidence and in 
conference with such advisory 
boards as were available. On the 
part of state and local agencies and 
institutions, the assumption would 
be for a fair measure of cooperative 
effort, for a fair share of equalizing 
funds, and for the same cooperative 
strategy as is assumed for the na- 
tional and regional groups. It must 
be clear that both in theory and 
practice, the federal, the regional, 
the state, and the local interests 
and agencies are mutually inter- 
dependent in matters of finance as 
well as in counsel and action. 
The fourth requirement for the 
type of regional approach suggested 
here is for such definite time pe- 
riods as will provide for a relatively 
long-time program with, however, 
priority schedules which will be 
well adapted to the necessary sub- 
units which in turn will be suscep- 
tible to completion in shorter 
periods of time. The maximum- 
minimum number of years for the 
major strategy should be large 
enough to insure adequate technical 
organization and personnel and to 
guarantee a fair testing of experi- 
mental programs; yet the period 
should be short enough to insure 
continuity, definiteness, and mea- 
surability. The mere statement of 
the need for the “longtime view” 
or for a “longtime plan” is not 
only not enough but might easily 
defeat the immediate practical ends 
of planning through abstraction 
and postponement. On the other 
hand, to expect definite results or 
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the modification of culture in such 
short periods as three or five years 
is to expect the impossible. It is 
not possible in most instances to 
create and stabilize the incidence of 
change in so short a period. So, too, 
the six-year division will meet 
many objections to the five-year 
period which is too short and the 


ten-year period which is too long — 


for certain specific appropriations. 
Again, the optimum time limits 
must be determined variously by 
the nature and motivation of the 
planning programs contemplated, 
by the nature of the region or 
regions involved, and by the nature 
and amount of organizations and 
finances in prospect. 

With all these factors in mind 
we have estimated the minimum 


period for setting up such adequate — 


priority schedules and for envisag- 
ing the whole regional develop- 
ment in relation to the national 
culture and for the special objec- 
tives set forth for the Southeast to 
be twelve years. The special pri- 
ority schedules would be geared to- 
gether with the entire program yet 
timed to two six-year periods, and 
to whatever combinations of one, 
two, or three three-year periods or 
of as many two-year periods as 
might be most effective. For prac- 
tical and administrative purposes 
these periods conform to natural 
economic, political, and educa- 
tional arrangements. 


In addition, | 


such a period of time would appear — 
to constitute a fair measure of the — 


region’s capacity for production © 


2 


and consumption of commodities — 
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commensurate with its possibilities 
of equalizing its achievements more 
nearly with its resources. Such a 
period, moreover, would culminate 
around the mid-century as a major 


_ motivating milepost. 


specified areas 


Finally, it is important to em- 
phasize again the nature and prac- 
tice of regional planning by point- 


ing to the difference between the 


slow moving process of mass edu- 


' cation and the accelerated definite 


planning programs in which speci- 
fied results are to be attained in 
through | specific, 


technical tools and units of work. 


and rural reconstruction 


We may illustrate in the case of 
certain programs for agricultural 
in the 
Southeast, where there is ample 
factual evidence to show the prac- 
tical and realistic features of the 


sort of planning which emerges 


Ware, 


from the present study. We select, 


for example, diversification of 


crops and livestock farming, soil 
erosion work, and rural electrifi- 
cation. 


For many years the land- 


_ grant colleges and their extension 
- divisions have promoted these and 


other improved methods and prac- 


tices through general education, 


through classroom, and through 


extension demonstration. ‘The re- 
‘sults have been notable in the up- 


raising of standards. Yet the quan- 
titative results have been propor- 


'tionately extraordinarily small as 


compared to the need and the total 
possibilities. And in the decade 


- from 1919-1929 livestock actually 


_ decreased in practically all of the 


- Southeastern States. 


Then came that particular part 
of the Agricultural Adjustment 
Administration which provided 
specific ways in which the farmer 
could profitably retire parts of his 
land from cotton culture in return 
for which he could grow feed crops 
to be utilized on his own farm. 
Two things have happened. One 
is that every state has increased its 
livestock and feed crops from 1930 
to 1935, and large numbers of the 
farmers are so pleased with the 
change that they propose to con- 
tinue such diversification. If we 
can assume the figures from the 
farm census, showing increases 
from 1930 to 1935, are actual mea- 
sures of the effectiveness of techni- 
cal planning, the results are con- 
vincing. In increase of all cattle and 
all hay and sorghum for forage the 
cotton states range from 25 to more 
than 40 per cent. Thus, South 
Carolina increased its acres in hay 
from 217,441 to 668,426 and its 
tons of hay from 168,456 to 420,- 
431. Its cattle increase was from 
235,153 in 1930 to 385,179 in 
1935. Alabama increased its acre- 
age of hay from 464,696 to 906,- 
286 and its tonnage from 364,853 
to 657,603. The increase for its 
cattle was from 681,298 to 1,125,- 
208. North Carolina’s increase 
for hay acreage was from 552,976 
to 1,009,344 and its cattle from 
467,012 to 684,266. Louisiana’s 
increase in hay acreage was from 
163,668 to 351,876 and its cattle 
from 618,503 to 1,081,697. On 


the contrary, Tennessee, Kentucky, 


_ and Virginia, where no program 
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was in force, show very little in- 
crease. Manifestly, the permanent 
results will depend upon a longer 
time continuance of these practices 
which in turn will depend upon 
similar technical ways for balanc- 
ing production and consumption 
through home consumption and ad- 
justed markets. A similar measure 
of soil erosion transformation work 
is found in the actual number of 
counties which utilize soil erosion 
technical units in the remaking of 
millions of farm acres and the pros- 
pect of many counties in which the 
trend is toward the ultimate ter- 
racing of nearly all farms in the 
county. Rural electrification, too, 
is progressing through actual units 
of construction provided through 
definite specifications and arrange- 
ments which insure great extension 
into many new areas. ‘Thus, the 
increase in land values, the increase 
in income and subsistence produc- 
tion, hand in hand with the in- 
crease of the attractiveness and 
profitableness of farm life, are at- 
tained as visible ends of technical 
planning for the same ends for 
which the general education pro- 
grams can only set the ideals. Simi- 
lar achievements are desirable in 
forestry, in flood control, in co- 
operative arrangements, in home 
ownership, and in the higher brack- 
ets of education and community 
organization. 

Yet it must be clear that tech- 
nical provisions for isolated or 
separate aspects of farm and com- 
munity improvement do not con- 
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stitute planning in the more perma- 
nent and stable programs of local, 
state, and regional culture. The 


farmer who is urged in the morn- — 


ing to sign up to sell his crops 
through the cooperatives and in 
the afternoon to sign up for rural 
electrification in order to have his 
home refrigeration of meats and 
dairy products, his home manufac- 


turing of feeds and mixing of fer- ~ 


tilizers, is in a real quandary. The ~ 


same is true of uncoordinated ef- 
forts of many kinds not only in 
rural life and agriculture, but in 


industry, public health, public wel-- 
fare, adult education, youth ad-— 


ministration. 


The essence of de-- 


sign and planning is that it coordi-— 
nates and plans for the long-time — 
stable and continuous achievements. 


It acknowledges the failures of co- 
operative groups, of the planning 
approach, recognizes the difficulties 
in the way of many groups and 


agencies and individuals working | 


at cross purposes. It recognizes the 
futility of mere ideological con- 


« 


» 
f 


cepts and emotional professions. — 
It acknowledges the failures of co-— 
operative groups, of business and — 
trade associations, of state develop-— 
ment associations, of educational 
and sociological and economic as-— 
sociations and councils. Their fail- — 


ure was not in motivation or ob- 


jectives, but in the lack of integra- 


tion, social discipline, comprehen-— 
sive design, factual substance, and — 


administrative effectiveness. 
planning approach provides for new 
ways for the “better ordering” of 


the total economic and social cul- 


‘The ; 
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ture, under the difficulties inherent 
in human minds. 

It must be clear, therefore, that 
the first essential is frankly a “scien- 
tific” and “theoretical” framework 
from which can emerge both the 
larger long-time programs and the 
more detailed short-time units, 
geared together to match flexibility 
with necessity, control with the 

democratic process, and federal- 
regional forces with state and local 
autonomy. Yet such “theory” is 
of the very essence of the ultimate 
“practical” program, because it is 
the minimum essential for perma- 
nent and stable results. Thus, it is 
in no sense the function of a re- 
gional study to undertake a plan- 
ning program or programs, nor to 
set up detailed specifications, which 
- are themselves inherent in the prac- 
‘tical planning programs ultimately 
determined upon. Such a study 
can provide ample factual basis; it 
> can furnish tools of information; 
it can set the motivation ; it can 
point to general ways and means; 
and can show next steps. It can 


go further and provide the basis and. 


- motivation for the cooperation of, 
by, and between federal, regional, 
and state governmental agencies, 


on the one hand, and of private or 
business agencies and groups with- 
in the states and counties, on the 
other. And it can focus continu- 
ously on the fundamental organic 
relationships which exist between 
the state and local units and the 
national culture. 

This, then, is the relation of re- 
gional planing to the twofold ob- 
jective of the present work. In 
terms of facts and appraisal, is the 
inventory, on the one hand, of the 
region’s superabundance of natural 
wealth and its technological mas- 
tery, or capacity for mastery in 
human use ends and in resulting 
wealth; and, on the other, of its 
superabundance of human wealth, 
with its pathological hazards, to- 
gether with social achievement or 
capacity for social achievement for 
a richer culture and social well- 
being. On the purposive or plan- 
ning side are the objectives of a 
greater immediate realization of 
the inherent capacities of the south- 
ern regions through the bridging 
of this chasm between the super- 
abundance of researches and their 
development and use and an in- 
creasingly more value reintegration 
of the regional culture in the na- 
tional picture. 


a 


Miscellany 


The February issue of Plan Age 
was devoted to an article by Dr. 
Howard W. Odum which threw 
vivid light on regional planning. 
The March issue is a continuation 
of this important subject. 


TaN peh7 ASS ya 


These two numbers are the re- 
sults of an extended study made by 
Dr. Odum. The results of this 
study were published in a volume 
entitled “Southern Regions of the 
United States,” by the University 
of North Carolina Press. 


Doak oes 


During the late autumn of 1931 
a special grant was made by the 
General Education Board to the 
Social Science Research Council 
for a southern regional study. The 
grant was to terminate at the end 
of two years, with a possible ex- 
tension for a third year, the funds 
to be administered by the Council. 
The study was formally completed 
with the termination of the grant 
on December 31, 1934, with the 
subsequent completion of the work 
as indicated elsewhere. While a 
special report of procedures and 
methods will afford excellent op- 
portunity to discuss other aspects 
of regional arrangements, a brief 
statement of the general plan and 
objectives is important here. 


LS cst es 


For a number of years the Coun- 
cil had been appointing annually a 


Southern Regional Committee as 
an experimental approach to re- 
search and the promotion of the 
social sciences in the South. ‘The 
Committee for 1931-1932 con- 


sisted of— 


Benjamin B. Kendrick, chair- — 


man, Woman’s College of the 
University of North Carolina. 
Wilson Gee, University of Vir- 
ginia. 
Walter J. Matherly, University 
of Florida. 


George Fort Milton, Chatta-— 


nooga News. 

Charles W. Pipkin, Louisiana 
State University. 

George W. Stocking, University 
of Texas. 

Raymond D. Thomas, Okla- 
homa A. & M. College. 

To this committee the Council 
assigned the special sponsorship of 


the proposed Southern Regional» 


Study. It was agreed that How- 
ard W. Odum, a former chairman 
of the committee, but no longer 
a member, should undertake the 
study. In conference and collab- 
oration with members of the com- 
mittee and the special work ad- 
visory committee he, therefore, pre- 
pared a work memorandum out- 
lining the general objectives and 
scope of the study, submitting as 
part of the set-up an advisory work 
committee, at the University of 
North Carolina, composed of: 

Clarence Heer, 

Harriet L. Herring, 


Y 
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S. H. Hobbs, Jr., 
Katharine Jocher, 
Rupert B. Vance, 
T. J. Woofter, Jr. 


fate N LS 


March “Survey Graphic” creates 
favorable impression with a num- 
ber entitled ““When We Choose to 
Plan.” Two members of the 
Board of Trustees of the National 
“Economic and Social Planning 
Association contributed to this 
symposium—Lewis L. Lorwin 
and Harlow S. Person. Other 
members of this Association are 
represented. The entire number 
is a brilliant discussion on some of 
the national planning problems of 
the United States. 


Leal Lk 


_ Dr. George B. Galloway, Field 
Representative, is now in Pasa- 

dena, Calif. He expects to tour 
, northward along the Pacific 


Coast and then eastward through 
the northern states. His itinerary 
can usually be ascertained through 
the Plan Age office. 
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This office is in receipt of a 
beautiful brochure entitled ‘“Ten 
Years of the International Indus- 
trial Relations Institute.” This 
becomes a part of the literature of 
planning which every planner will 
be glad to have in his possession. 
The address of the United States 
office of the I. R. I. is 130 East 
22nd St., New York City, N. Y. 
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Announcement has been made of 
the formation of a closer working 
alliance between the Taylor So- 
ciety, Inc., and the Society of In- 
dustrial Engineers known as Fed- 
erated Management Societies. The 
address is 29 West 39th Street, 
New York City, N. Y. 


Gyn TRUSTEES of the National Economic 
and Social Planning Association suggest 
membership to persons interested. 


@ Where economic discussion groups are 
already formed, and wish to turn to the planning 
aspects of national economy, the trustees suggest 
that these discussion groups affiliate with ESPA. 


@It invites the formation of committees to 
survey and describe local, state and national 
planning activities. 


@ © © 


APPLICATION FOR MEMBERSHIP 


National Economic and Social Planning Association, 
726 Jackson Place, 
Washington, D. C. 


Gentlemen: Please accept my membership in the 
Association. I enclose $2.00. 


Planning For Foreign Trade 


By 


JOHN DONALDSON 


RALANNING for foreign 
trade, though not the 
first stage, is the ultimate 
test of economic plan- 
ning, since it is here that national 
plans meet and enter the arena of 
world economy and of final prac- 
ticability. The objectives and 
methods of foreign plan-trade are 
consequently both easier and more 
difficult to formulate with precision 
than those of national planning. 
This is true because the latter are 
as yet so far from crystallization 
and because, as just said, such plan- 
ning must largely follow rather 
than precede national planning. 
The goal of the Economic and 
Social Planning Association is sim- 
ply stated as: a higher standard of 
living. Foreign trade planning’s 
general objective conforms to this, 
and its more immediate objectives 
partly await a fuller definition of 
the concept of planning itself—a 
word which still has many differ- 
ent meanings according to the pre- 
conceptions of various persons who 
use the term. But beginning with 
- this assumption, and taking into ac- 
count developments in interna- 
tional economic relations in recent 
years, several of these objectives 
may be outlined. 

1. First of all it is an essential 
feature of foreign trade planning 


that it must involve a co-ordination 
of the manifold phenomena and 
regulations of the foreign com- 
merce and finance of the nation. 
One of the greatest inefficiencies in 
this field is the lack of this co-ordi- 
nation, as of one national trade that 
defeats another, one national policy 
that completely fails to synchro- 
nize with another pursued by the 
same country, and, often as a 
cause of this, one administrative 
agency that works without refer- 
ence to or at cross purposes with 
another. ‘To mention only one 
large scale example, there fre- 
quently exists an almost complete 
absence of co-ordination between 
the foreign commercial and the 
foreign financial processes ; through 
disregard of the relationships of 
the different items in the balance 
of international payments, traders 
sell or buy goods while bankers and 
brokers engage in paper transac- 
tions which neutralize the sensible 
effects of the trade. It may be 
added that in the past and particu- 
larly in the 1920’s, a surprisingly 
large volume of international 
finance has been indulged in which, 
as in the domestic field, amounted 
to little more than manipulation 
and speculation, which in turn 
enormously disturbed the trade and 
productive structures of many 
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countries. As in national econo- 
mies, it may be said in passing, 
money must be the servant and not 
the master. In external planning, 
therefore, the international flow of 
capital, as of goods and services, 
should be directed in such a way 
that these flows will be both sound 
and will harmonize. 

2. Secondly, and this is funda- 
mental, foreign trade planning 
must serve the internal planning; 
the two must be well synchronized, 
a fact which is often overlooked. 
So long as a nation has an appre- 
ciable volume of foreign commer- 
cial and financial transactions, it 
must be obvious that no amount of 
national planning can be at all suc- 
cessful unless this is carried 
through to the external processes. 
For example, if a national agri- 
cultural program pegs and must 
peg cotton at 12 cents, and 50 to 60 
per cent of the crop must be ex- 
ported, and foreign markets will 
not pay more than 10 cents, the 
foreign trade plan must discover 
some solution of this problem. 

3. At the same time, although 
this will be less readily admitted by 
some, the national economic plan- 
ning must necessarily take the 
foreign trade situation into account, 
and this means that it must neces- 
sarily take into account the whole 
complex of world economic condi- 
tions to which it is inexorably re- 
lated through the foreign commer- 
cial and financial transactions. A 
moment’s consideration will indi- 
cate that this is axiomatic, that if 
national planning completely ig- 


nores foreign conditions it is un- 
realistic and doomed to failure, un- 
less the nation concerned is willing 
to isolate, disrupt and rebuild its 
national economy—a thing which 
no modern nation, however nation- 
alistic, has found it possible to do. 
To use again the same simple illus- 
tration, if the foreign trade solu- 
tion of the cotton problem can not 


be found, or if found reacts un-_ 


favorably upon the internal agri- 
cultural program, the internal 
program, even in a country with a 
relatively high degree of self-suffi- 
ciency, must be adjusted accord- 
ingly, as through the development 
of a two-price system. Examples 
in foreign commerce and finance 
could be multiplied. Incidentally, 
it may be seen from this that eco- 
nomic planning, despite popular 
assertions to the contrary, does not 
hinge either on economic autarchy 
or economic internationalism. At 
the same time it is quite true that 
planning in practice tends to begin 


on the national basis; this is also— 


quite logical if not inevitable, as 
planned economy must be built 
from the ground up. 

4. A further objective must be 
stated, however remote its com- 
plete attainment may, at first 
glance, seem at the present time. 
If national planning gradually ap- 
proaches a measure of success, the 
external planning should and al- 
most surely will move toward a 


/ 


further goal of proper correlation 
of the several planned economies. 


This may seem chimerical but it is 
Oddly enough this aspect 


not. 
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need not be particularly conscious, 
‘despite the fact that the essence of 
planning is conscious co-ordination. 
It is true simply because as national 
planning progresses and-as this nec- 
-essarily carries with it external 
planning, the several planned econ- 
omies must find themselves enter- 
ing into practical bargains one with 
the other for the interchange of 
goods and services and capital, and 
intelligent arrangement of these 
“bargains at both ends of itself will 
‘lead in the direction of correlation. 
The evolution is similar to that 
which has already occurred in eco- 
nomic history, with its movement 
from the simplest family or town 
economy through national economy 
in the direction of world economy 
-—all of this based in the first in- 
stance upon the co-ordination 
within the separate units them- 
selves. 
5. This moves, then, obviously 
to the final goal, namely a series 
of planned national economies with 
’ planned interrelations, of such a 
nature as to make for the greatest 
development of the productive re- 
sources of each, and therefore, a 
standard of living, though not the 
same in each, yet the highest pos- 
sible in all. It is as yet too soon to 
look for the immediate attainment 
‘of this ultimate objective. Nor 
‘would it be logical to approach the 
problem from the top down 
through some world planning body. 
Rather, working from the ground 
up, the final goal may be visualized. 
The methods of foreign trade 


wf 


_ planning can be stated only in even 


more general terms. ‘This is true 
because they must vary according 
to the nature of the particular na- 
tional economy, the form of gov- 
ernment, and even the tempera- 
ment of each nation. The method 
adopted in one country may be en- 
tirely unsuitable to another. In 
broad outline, however, the follow- 
ing points may be suggested: 

1. It is often assumed that plan- 
ning involves dictatorship. This 
may be true, at least temporarily, 
for some countries, but it is not 
true for all and therefore the point 
has no essential validity. There is 
no reason why external, like in- 
ternal, planning can not be co- 
operative, involving a system 
wherein economic and governmen- 
tal functions and functionaries are 
blended together in a common 
cause, the government agencies re- 
ceiving combined advice from and 
rendering assistance to the eco- 
nomic groups. 

2. External planning should be 
flexible. This is probably even 
more true than for internal plan- 
ning. The latter itself should 
never involve a rigid formula, since 
economic phenomena are dynamic 
and not static. But the pattern for 
the external planning must be even 
more flexible because it must take 
account of a greater variety of 
phenomena and therefore a greater 
complexity of always shifting 
conditions. 

3. Even though a high degree of 
concentration of control is not in- 
herently necessary, foreign trade 
planning demands a high degree of 
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administrative as well as economic 
co-ordination. Interesting com- 
ments might be offered regarding 
the lack of and need for this in the 
United States. 

4, Above all, foreign trade- 
planning should move in the direc- 
tion of the constructive rather than 
the restrictive. To the argument 
that we have already had planning 
in past periods, the reply may be 
made that much of the difficulty is 
not only in the large lack of co- 
ordination but also in the large 
degree of restriction. Much that 
has been done in the name of plan- 
ning, and perhaps particularly ex- 
ternal planning, has been largely 
negative. Thus the older foreign 
trade policies exemplified by tariffs 
have often proved only irritating 
and strictural rather than positive. 
The new host of foreign trade 
measures that have grown up 
throughout the world in the past 
several years, themselves are often 
restrictive. Nevertheless, beneath 
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them runs a transition toward a 
new system. In some of them are 
the germs of the positive, methods 
of cutting through the restrictive 
measures to permit and, what is 
even more important, to compel — 
trade to flow and to flow in mu- 
tually profitable channels. In short, 
in such things as quotas and the 
many bilateral agreements provid- 
ing for the interplay of trade and 
exchange are shown the possibili- 
ties of a constructive system of 
selective imports and exports of 
both goods and services, including 
capital. This selection, if effected 
intelligently and positively, holds 
the possibilities for the very attain- 
ment of the objectives mentioned 
above, including the ultimate ob-_ 
jective of the greatest possible de- 
velopment of the productive re- 
sources and distribution of wealth | 
and through this a higher standard 
of living throughout the various 
economies, which should thus be- 
come economies not of scarcity but 
of plenty. 


» 
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United States Foreign Trade Planning 


By 
ROBERT F. 


0 CAT) 


RE, ANTIL very recently there 
0 have been practically no 
evidences of over - all 
planning of United 


“States foreign trade relations, as 


such. Government concern has 
been primarily limited to defensive 
measures against import trade 
when it threatened to disturb the 
working out of existing domestic 


trade and industry policies, and to 


indiscriminate service to private 
domestic business interests in pro- 
‘moting export trade. Each branch 


of the government was empowered 


“to deal with certain phases of for- 
eign trade affecting its domestic 


concerns, with no general co-ordi- 
‘nation of policies nor of adminis- 
tration. 


During the past 12 or 15 years 
the outstanding example of the ex- 


isting lack of planning on the part 
of the government was, perhaps, 


the constant legislative and admin- 
istrative raising of tariffs against 
imports under supervision of the 
Tariff Commission, coupled with 
_ increasingly intensive promotion of 


any and all exports by the Bureau 


of Foreign and Domestic Com- 


merce, both activities conducted as 
service to domestic business and 


organized labor interests and with- 


out particular reference to each 


MARTIN 


other. On the part of private in- 
terests there was the tremendous 
volume of foreign financing with- 
out thought of its direct relation to 
foreign trade and the ultimate 
means of repayment. 

A recent survey disclosed 56 sep- 
arate government entities empow- 
ered with special statutory author- 
ity to take administrative action 
affecting some phase of export or 
import trade. As late as 1933 the 
N. I. R. A. provided for the em- 
bargo of imports of products if 
judged to be interfering with the 
operation of industrial codes. The 
AAA also empowered the Secre- 
tary of Agriculture to place quotas 
on imports of products affected by 
crop reduction, and this has been 
done in the case of sugar, wines and 
liquors. Unrelated administration 
of control over sections of foreign 
trade by independent units serving 
individual domestic interests, of 
course, militated against any over- 
all foreign trade planning. 

Planning in this field has been 
discussed more and more in the 
past few years. The first external 
evidence that the government was 
moving to an over-all point of view 
came in 1934 with the creation of 
the Office of Special Adviser to the 
President on Foreign Trade and 
the formation of the Interdepart- 
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mental Committee on Commercial 
Policy. 

The former was created by an 
Executive Order of March 23, 
1934, establishing and outlining 
the functions of the Special Ad- 
viser on Foreign Trade. This was 
supplemented bythe setting up of 
the latter committee to attempt the 
merging of various conflicting gov- 
ernment commercial policies affect- 
ing the foreign trade into a coher- 
ent whole. The Executive Order 
establishing the Office of the Spe- 
cial Adviser, in addition to creat- 
ing the Export-Import Banks to 
deal with new aspects of foreign 
trade relations, outlined the mo- 
tives leading to the creation of this 
organization and its functions, as 
follows: 

“Whereas the guidance of public 
policy in relation to international 
commerce has tended, in recent 
years, to encounter increasingly 
complex problems, which can be 
solved only upon the basis of the 
comprehensive analysis and _ co- 


ordinated utilization of those of 
our resources which relate to trade 
with other countries; and whereas 
this analysis and utilization require 
that the powers and duties assigned _ 
to various executive establishments 
and agencies for the purpose of 
promoting, reinforcing, or protect- 
ing the foreign trade of the United 
States be co-ordinated and the 
work of such establishments and 
agencies be made as effective as 
possible * * *,” 

While progress in carrying out 
the formulation of a comprehensive 
plan covering the foreign trade 
relations of the United States must 
necessarily be slow due to the or- 
ganization of policies and admin- 
istrative units on the basis of special 
and independent functions, the first 
steps in the direction of taking a 
comprehensive view and develop- 
ing an integrated system of policies 
in the various governmental agen- 
cies and a co-ordination of admin- 
istration respecting foreign trade 


are apparent. = 
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Geography and Its Function 


By 


n|Regional Planning | 
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G. DONALD HUDSON, 
Geographer, Tennessee Valley Authority 


NE of the more interesting 
places I have lived in is 
Beirut, Syria, the port 

; of the old inland trading 

city of Damascus. As my medical 

brother used to say, there is a lot of 
geography out there. Of course 
there is a lot of geography every- 
where. The point is that life in 


_ Syria is sufficiently simple to make 
some features of the geography of 


the area readily observed. 
Let me give you an example. 


Beirut stands on a point of land. 


This point of land turns slightly 


toward the north, partially encircl- 


ing a body of water that forms St, 
‘Georges Bay. This bay is the only 
protected body of water for miles 


up and down the coast. It is nearer 


to Damascus than any other such 


bay. This fact largely explains 
why Beirut is the most important 
port city of Syria. 

There was geography at Beirut 
in ancient times, too. ‘The harbor 


of Beirut is located at the inner- 


most point of St. Georges Bay. 
You might say that the harbor is 
Beirut’s front door and the bay is 


its front yard. Beirut’s back door 


lies on the opposite side of the 


point overlooking a slight indenta- 
tion of the shoreline. The beach | 


there is wide and sandy. The water 
is shallow far out into the Medi- 
terranean. Back in Roman days 
the city was turned around. Its 
front door was where the back 
door now is,—and why? Because 
in the days of small sailing vessels, 
the wide, sandy beach, and shallow 
water were suited to the beaching 
of the small vessels and the trans- 
fer of goods from the boats through 
the shallow water. Besides, tack- 
ing back and forth around the 
point and into St. Georges Bay 
meant the expenditure of time with 
no returns. Time was an object in 
those days as it is today. The house- 
wives of Europe had to have their 
oriental spices and have them 
promptly. Woe unto her who 
served her lord and master half- 
spoiled, unrefrigerated meat with- 
out enough spice to disguise both 
taste and odor. ‘The location of 
the old harbor, the outlook of the 
town toward the harbor, and even 
the desire of European housewives 
for oriental spices are all related to 
things of the earth,—the indenta- 
tion of the shore, the nature of the 
beach, the climate of Europe and 
the Orient. The study of these 
relationships is in the field of 


geography. 
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Have you ever admired the 
symmetry and neatness of French 
vineyards? Each row of vines is 
neatly trained on a low, sturdy 
arbor. Each season vines are care- 
fully trimmed so that the grapes 
are exposed to the warm sunshine. 
When I first saw the famous vine- 
yards of the Lebanon Mountains, 
I thought the Syrians were about 
the most shiftless farmers I had 
ever seen. Not a vine grew on an 
arbor. ‘They were allowed to lie 
on the ground,—a carpet of inter- 
mingled vines and leaves. I 
learned later that my first impres- 
sions were not justified. When I 
was in the vineyards the next sea- 
son I lifted the leaves here and 
there to find beautiful bunches of 
juicy grapes on the dry ground un- 
der the shade of the carpet of 
leaves. Where a bunch of grapes 
protruded into the sunshine, the 
portion of the bunch exposed was 
shriveled into small, undeveloped, 
dried grapes. ‘This difference in 
the vineyards of France and the 
Lebanon Mountains is related pri- 
marily to conditions of climate. 
The best wines of France are pro- 
duced during years of relatively 
low rainfall and relatively abun- 
dant sunshine. The French lay 
out their vineyards so that the 
ground is shaded as little as pos- 
sible and the grapes can benefit as 
much as possible from the sunshine. 
In the Lebanon Mountains, on the 
other hand, rainfall is light and the 
continuous succession of sunny 
days together with the high alti- 
tude make it necessary to conserve 


moisture and protect the grapes 
from the sun. ‘This is accom- 
plished by allowing the vines to 
grow along the ground, the leaves 
forming a protective canopy for 
both the soil and the grapes. These 
relationships between methods of 
grape culture and climatic condi- 
tions are geographic in quality. 

It is an old principle in shipping 


that the farther inland that ships_ 


can go, the better. Thus we have 
Philadelphia, Quebec, 
Buenos Aires, Seattle, and many 
other ports at inland points of 
arms of the sea. Montreal was 
hindered in its development be- 
cause above Quebec the St. Law- 


rence is too shallow for the tradi- | 


tional type of transatlantic liners. 
The river could not be deepened 
because the bottom is solid rock. 
So what happened? A ship builder 
sliced the bottoms off of the liners. 
A cross section of one of these 
liners forms a ‘““U” instead of the 
traditional ‘“V.” Now Montreal 


Mobile, 


is visited regularly by the “Dutch-~ 


ess” boats of the Canadian Pacific. 
That adjustment of vessel design 


to the contours of the bed of the 


St. Lawrence represents a geo- 
graphic relationship. 


When you glide down the St. 
Lawrence on one of these Dutchess _ 
boats you may notice the strings of — 


farmsteads along the river and the 
relative absence of farmsteads back 


on the hills. 
cultivated fields on the relatively 


Each farm has its 


level land near the river, its pas- 
tures on the hillsides behind the 
farmstead, and its woodlots on the 
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hill crests still higher up. This 
relationship of farm pattern to 
topography catches the eye. It is 
geography. 

Most people think of Illinois as 
a state of rich agricultural re- 
sources. Not all of the state pro- 
duces great agricultural wealth. 
Some sections of the state have only 
recently come into their own. Cal- 
houn County is one of these sec- 
tions. It is tucked between the 
“Tllinois and Milississippi Rivers, 
only its northern boundary of 
‘thirty odd miles being a land 
boundary. The county could be 
justly classified as sub-marginal. 
~The lack of development, the coun- 
_ty’s sub-marginality, was related 
mainly to two things. In the first 
place, the topography was rela- 
‘tively rough. In the second place 
the county was relatively inacces- 
sible. No railroad or highway 
"bridge crossed either the Illinois or 
Mississippi. No highway reached 
into the county from the north. 
* Whatever agricultural develop- 
“ment tock place had to be suff- 
ciently specialized to be adjusted 
to relatively rough topography and 
to overcome the disadvantages of 
relative inaccessibility. 
One man brought Calhoun 
County into its own. The study of 
“his work is full of drama. He saw 
in Calhoun County the opportun- 
ity to produce apples. Soil, climate, 
and topography were favorable. In 
addition, apples constituted a prod- 
uct high in unit value, and, there- 
- fore, able to pay its way to a mar- 


ket relatively hard to reach. Also, 


apples do not have to be hurried 
to market. Therefore, they were 
suited to the means of transporta- 
tion at hand, namely, the river 
highways to the St. Louis metro- 
politan area. The possible develop- 
ment was greater than the market 
of St. Louis warranted. The 
problem then was to remove the 
disadvantages of relative inacces- 
sibility. A spur railroad was con- 
structed to the east bank of the 
Illinois River and a highway bridge 
was thrown across the river at that 
point. With these facilities avail- 
able, development could go ahead, 
the county occupying a strategic 
position between St. Louis and 
Chicago. ‘This strategic position 
was further utilized by the exten- 
sion of a highway into the county 
from the north. Calhoun County 
is today raised fro mthe “sub- 
marginal” class to the “excellent” 
class. The study of its develop- 
ment consists of a series of adjust- 
ments between the agricultural 
activities of the people of the county 
and the factors of the natural en- 
vironment. The study of these ad- 
justments is in the field of 
geography. 

Tucked back in the foothills of 
the Shenandoah Mountains is a 
cement factory. After driving 
along the road that winds through 
wooded hills and past winding 
mountain brooks, one comes upon 
this busy industrial spot without 
ample warning. You feel that it 
is out of place in its mountain glen. 
But there were very good reasons » 
for putting a cement factory there. 
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One of the main reasons was that 
excellent limestone beds and good 
shale were in juxtaposition at that 
particular place. This adjustment 
of plant location to limestone and 
shale is geographic. If the plant 
were being located today, it would 
be nearer its market. We have 
found that cement can be made 
from other materials than lime- 
stone and shale. But the plan con- 
tinues to operate where it is, car- 
ried forward by geographic inertia. 
And so we could go on and on, 
picking our additional evidence to 
support one of my earlier state- 
ments, namely, geography is every- 
where. ‘The warm, sunny climate 
of California winters, together 
with mountain snows in the form 
of irrigation water, help to produce 
fresh vegetables for the dinner 
tables of cold, wintry New York. 
It takes four minutes to cook a 
“three minute” egg in the dining 
car kitchen when it is lifted over 
the high altitudes of the Rockies. 
Farmers of the cotton belt terrace 
their fields against the erosive ef- 
fects of the rains. More United 
States wheat goes out of Montreal 
than New York, and more Cana- 
dian wheat goes out of New York 
than Montreal, largely because ice 
has blocked the St. Lawrence by 
the time Canadian wheat is ready 
for shipment. We yearn for cool 
spots when temperatures are high 
and seek warmth when tempera- 
tures are low. When it rains, de- 
partment stores move their um- 
brella racks to the front door. 
There is a theme that is common 


to all the illustrations I have noted, 
namely, the relationship of man to 
nature. ‘This theme is the essence 
of geography. On the one hand 
are the activities of man,—the 
building of a harbor, the develop- 
ment of a port, the application of 
certain methods to the growing of 
grapes, the building of transatlan- 
tic liners with “U” shaped hulls, 
in other words, man’s abode and 
occupation. On the other hand are 
the factors of nature,—a protected 
bay, an arm of the sea, a sunny 
climate, a shallow stream. 

Human activities the world over 
form a pattern. Here is a mine 
shaft; there is a factory; here is a 
farmer moving with his team and- 
plow across a field; there is a herds- 
man and his flocks; and here is a 
housewife hanging out her clothes. 
Let us called this pattern of human 
activities the cultural pattern. : 

In like manner, the items of the 
natural environment the world 
over forma pattern. Here are coal 
fields ; there are limestone and shale. 
lying close together; here are the 
prairies of Iowa; there are the 
rugged slopes of Switzerland; and 
here are the drying winds and 
bright sunshine of a Monday morn- 
ing. Let us call this pattern of na- 
tural items the natural pattern. 

These two great patterns are 
related to each other. They are 
related through the use that man 
makes of nature. Sometimes these 
relationships are easily discovered. 
Sometimes they can be discovered 
only after long and arduous study. 
The discovery and the regional un- 
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derstandings of these relationships 
are recognized by the sciences as 


; the functions of geography. 


Thus we come from the simple 
geographic relationship between 
the port city of Beirut and a pro- 
tected bay to the complex study of 
the geographic relationships be- 
tween the cultural pattern and the 
natural pattern of a region. 

Are these geographic relation- 
ships of significance to regional 
planning? The history of man- 
kind, both past and present, is full 


of many sins of omission and com- 


mission. People have tried to de- 
velop ports where they should not 
be developed, and they have not 
developed ports where they should 
be developed. They have tried to 


_ grow grapes where they should not 


be grown and they have not grown 


grapes where they should be grown. 


In other words, there have not al- 


_ ways been satisfactory adjustments 
_ between man and nature. 
had always known and always 


If man 


knew how to adjust his activities 


to his natural environment, there 
would never have arisen the need 
for regional planning. 

In order to adjust his activities 
to nature, man must discover and 
understand the relationships be- 
tween his activities and the re- 
sources nature has to offer. De- 
vising ways and means of discov- 
ering these relationships, that is, 
techniques of gathering, analyzing, 
measuring and otherwise treating 
cultural and natural data, and the 
development of a scientific philoso- 
phy for the purpose of promoting a 
regional understanding of these re- 
lationships, constitute the long his- 
tory of the development of the 
science of geography. Geographic 
relationships, that is, the relation- 
ships between man and nature, 
must be discovered and under- 
stood if human activities are to 
be rearranged so that haphazard, 
unplanned, and unintegrated social 
and industrial development can be 
replaced by order, design, and fore- 
thought,—the aim of regional 
planning. 


A Question of Policy 


By 


JOHN P. 


=GHE Association could 
e greatly advance the cause 
of the effective utiliza- 
4 tion of the nation’s re- 
sources, if it could make this point 
clear in its publication: In a demo- 
cratic social order plans devised 
without reference to the means 
available for their realization have 
little significance, except as an avo- 
cation for intellectuals. 

For instance, a “plan” for the 
use of agricultural land in Tennes- 
see that assumes the present aver- 
age farm of 80 acres would result 
in a given set of objectives as to 
total production of various farm 
products, points at which these 
products could best be produced 
and methods of distribution. A 
“plan” which assumed complete 
socialization of the farm land, and 
that farmers were to be moved 
around as in a game of checkers, 
would result in a vastly different 
set of objectives. 

Likewise, if submarginal land is 
defined as land which will yield 
less than certain amounts with a 
given expenditure of human effort, 
or which is subject to erosion ex- 
ceeding a given rate if continued in 
cultivation, the submarginal land 
plan will be one thing. Such a plan, 
however, would assume that some 
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hundreds of thousands of farmers 
could in some way be induced to 
move to new locations and that the 
necessary arrangements could be 
made. 

If, on the other hand, submar- 
ginal agricultural land were de- 
fined as land which had reached 
such a low state of yield in propor- 
tion to effort, or such imminent 
danger of complete loss to top soil, 
that the farmers now living on it 
could be induced to make great 
sacrifices in withdrawing parts of 
it from cultivation and using it for 
production of trees or cover crops, 
then the submarginal agricultural 
land plan could be an entirely dif- 
ferent thing. 


I admit that a useful, though — 


limited, purpose is served by as- 
sembling data and formulating 
possible schemes of land use on 
various sets of assumptions. Such 
formulations do a certain amount 
of good in clarifying the issues and 
making us see that everything de- 
pends on the assumptions we make. 
But to call such scheme plans is 
very misleading. During the last 
two years it has, I am confident, 
frightened and antagonized the 
ordinary man, and may actually 
have deferred real accomplishment. 

Probably the only useful agricul- 
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tural land plan, would be one em- 
bodying such changes in ownership 


_and use as might conceivably be 


realized through the agencies avail- 
able for leadership, and within the 


: probable limits of human accep- 


tance in our present type of society. 
Plans in Communist Russia have 
real significance. They are based 


_ on an assumption that the people af- 


fected must and will co-operate or 
acquiesce and follow the courses of 
action proposed. No time is spent 


charting the best locations for a 


kolkosz unless it is known that the 


~ necessary man power can be mobil- 


ized at the proposed point and that 
the objection of peasants can prob- 
ably be overcome. The Russians 


have sometimes misjudged their 


situations and I gather they have 


- never missed this point. 


I take it most of our group hope, 


at least, for a far more effective 
utilization of our resources than 


_ we have at present, at a date long 


before “‘the revolution.” ‘That is, 
we are assuming the continuation 
of a social order based to a large 
extent on human consent. If so, 


let us acknowledge it frankly and 


build a planning movement which 


assumes two responsibilities: First, 
to set up objectives for the most 


efficient use of our resources and 


functioning of our economic ma- 


chine under the basic limitations 


~ embodied in a society based on con- 


sent. Our second job is perhaps 


the more important and certainly 


the more difficult of the two. It is 


4 to find the means by which people 


can be persuaded to take action 
toward a better world. 

My conclusion is that we cannot 
do the second job except as we set 
goals toward which men of com- 
mon sense can be made to see the 
road. 

Where then can we draw the 
line between “planning” and ordi- 
nary leadership of the type which 
Senator Norris supplied when he 
twice persuaded a conservative 
Congress to undertake the use of 
Muscle Shoals for the purpose of a 
regional development? 

I have tried to define the prob- 
lems of leadership in the attached 
brief memorandum, and I find I 
must think of planning in a demo- 
cratic social order as fundamentally 
the same thing. If others agree, 
our Association should give in- 
creasing weight to the development 
of programs of possible action. 


Four Tasks for Leaders in a 
Democratic Social Order* 


1. Define acceptable objectives 
in terms of the means available for 
their realization; go to the com- 
mon people for knowledge of 
needs; go to the philosopher and to 
the expert for knowledge of pos- 
sibilities; go to the expert and to 
the administrator for knowledge 
of difficulties. Thus develop work- 
ing programs. 

2. State these programs and 
present them to people in a manner 
which will enlist support. 

3. Find men and inspire them to 


* Based upon certain passages in 
Harold Laski’s, Democracy in Crisis. 


14 PLAN 


realize the programs in action ; men 
who will in turn further define 
them, obtain support for them, and 
carry them into effect. 

4, Contrive effective working 
relationships between these men, 


AGE 


and effective means by which the 
common people, the philosophers, 
the experts and the administrators 
can continually know of the results 


achieved, influence the objectives, — 


and revise the programs. 
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Fee] HE State Planning Board 
‘ S} of the Soviet Union was 
reorganised by an Order 
of 5 April 1935.1 It was 
stated? that the reorganisation was 
necessary in order to bring the ac- 
tivities of the Board into line with 
the actual development of the na- 


tional economic system and devote 
‘more attention to what is known 


as synthetic planning (the drafting 
of general plans based on co-ordina- 
tion of the special plans drawn up 
for the different branches. of pro- 
duction). Synthetic planning and 
the preparation of separate plans 
for different branches of production 
should supplement each other and 
form a harmonious whole. It is 
the function of synthetic planning 


‘to draw up the different sections of 


‘that purpose. 
execution of plans is one of the 
fundamental duties of the board 


the general economic plan and to 
deal with problems affecting sev- 
eral industries or several regions. 


The preparation of separate plans 


for particular industries is the func- 


‘tion of the departments of the State 


Planning Board established for 
Supervision of the 


and its subsidiaries, whether deal- 


‘ing with synthetic planning or with 


separate plans for individual 


industries. 
Composition of the Board 


The State Planning Board as re- 


- 1pravda, 6 April 1935. 
2Izvestia, 8 April 1935. 


organised will consist of a chair- 
man appointed by the Council of 
People’s Commissaries of the Soviet 
Union and 70 members, appointed 
by the Council of People’s Com- 
missaries on the proposal of the 
chairman of the board and selected 
from among the principal officials 
of the central and local services of 
the board, together with scientists, 
technicians, professors, etc. 

The chairman will have his own 
staff, which will include the admin- 
istrative service and the publica- 
tions department of the board. 

The board will administer the 
following two groups of institu- 
tions: synthetic planning depart- 
ments having the function of pre- 
paring the general economic plan 
and its different sections, supervis- 
ing its application and studying the 
fundamental problems of the in- 
terdependence of the different 
branches of the national economic 
system and questions of method in 
the preparation of plans; and de- 
partments and branches responsi- 
ble for the preparation of plans for 
separate industries and supervision 
of their execution. 


Synthetic Planning Departments 


The synthetic planning depart- 
ments are the following: a general 
production department, including 
an economic division and a tech- 
nical division; a department of con- 
struction works, including several 


divisions ; a department of regional 
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plans, with regional divisions; a 
department of statistics of material 
resources, with several divisions; 
and a department of financial plan- 
ning, with a financial policy di- 
vision, a budget and credit division, 
and a national income division. 


Individual Planning Departments 


The second group includes the 
following departments, each of 
which has several divisions: a fuel 
and power department; a metal 
and mining department; an engi- 
neering department; a chemical 
department; a forestry and wood 
department; a light industries de- 
partment, including among others 
a textile division and a leather in- 
dustries division; a food industries 
department; a department of local 
industries and industrial co-opera- 
tion; a department of agriculture, 
including among others a stock- 
raising division, an industrial crops 
division and a land improvement 
and irrigation service; a State 
farms department; a railway trans- 
port department; an ocean and 
river transport department ; a trade 
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department, including a division 
for exchange of goods and a di- 
vision for the supply of agricul- 
tural produce; a department of 
external trade, with a division of 
import planning and a division of 
export planning; a cultural de- 
partment, including a division of 
education, a fine arts service, and a 
press service; and a department of 
municipal economy and housing. — 


Independent Divisions 


There are also independent di- 
visions for national defense, labour 
supply, building materials, road 
and air transport, postal services, 
public health and the training of 
planning staff. 


Other Institutions 


The other institutions adminis- 
tered by the State Planning Board 
are the following: the Central De- 
partment of Economic and Social 
Statistics; the State Planning In- 
stitute of Economic Research; the 
Planning Academy of the Soviet. 
Union; and the Planning Insti- 
tutes in Moscow and Leningrad. 
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A Note On Economic Planning 


By ALBERT BASTER 


ONFIDENCE in the grow- 
ing popularity of their 
creed has led a good 
many planners to dis- 
miss the criticisms of professional 
economists as mere empty theoris- 
ing based on a set of old-fashioned 
political prejudices inherited from 
Adam Smith. It is undeniable 
that in some cases, economists can 
get little but aesthetic pleasure from 
‘the contemplation of their own 
conceptual abstractions, and that 
a great deal of their theorising has 
a distinctly scholastic flavour. But 
modern scientific economics can 
claim to have discarded the politi- 
‘cal prejudices altogether, and to 
have produced conclusions very 
much more appropriate to the ex- 
alted plane of discourse of the 
‘natural sciences than the home- 
»spun truths of philosopical liberal- 
‘ism ever were. Thoughtful plan- 
ners have therefore begun to 
realize that criticism from the 
‘scientific economists has got to be 
‘taken seriously. 

_ This is a somewhat alarming 
admission. For the economists can 
immediately point to the serious 
defect in a completely planned 
‘economy of the alleged “impossi- 
bility of rational calculation in a 
centrally directed economy from 
which prices are necessarily ab- 
sent”.* With a free price system 
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‘Ed. Hayek, p. 35. 


 1“Collectivist Economic Planning,” 


and private ownership of the means 
of production, the owners of the 
community’s resources would have 
an interest in making the most “‘ef- 
fective” use of them, that is, in so 
distributing them that in all uses 
they would yield the same return. 
The problem of producing this 
“efficient” distribution of  re- 
sources by plan, and without the 
aid of the free price system, seems 
an extremely difficult one, and has 
in fact stampeded many planners 
into suggesting ingenious alterna- 
tive systems, in some of which con- 
sumers’ needs are fixed before- 
hand (by vote or by fiat) and a 
skeleton competitive system left to 
secure “efficiency” in satisfying 
them (though this is alleged to be 
unstable and hardly distinguish- 
able ultimately from the planned 
system’) and in others the price 
machinery is artificially simulated 
by the formation and solution of 
a large number of simultaneous 
equations® (though this seems im- 
practicable). The object of this 
note is not to take sides in the con- 
troversy, but to suggest that the 
retreat of the planners is in this 
instance unnecessary, and that eco- 
nomic science is in any case at 
present of very limited value in the 
controversy. 
2 Hayek, op. cit., p. 232. 


%Dickinson, “Price Formation in a 
PES sg Community,” Hcon J., June, 
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An obvious beginning is to ask 
what the “economic efficiency” 
which a free price system would 
produce really means. To be real- 
istic, one must admit for instance, 
that any free system would in 
practice contain numbers of “nat- 
ural” monopolies (like mineral de- 
posits concentrated in one place), 
“technical” monopolies based on 
very large investments of fixed 
capital (like railways and public 
utilities)," and natural “‘quasi- 
monopolies” based on _ location, 
consumer apathy, advertising, pat- 
ents, etc. It is impossible to say 
exactly how much “waste” (or di- 
vergence between the ideal and the 
realistic distribution of resources) 
the presence of these monopolies 
produces, because the point of ideal 
competitive equilibrium in a mo- 
nopoly situation is impossible to 
discover,’ and the actual point of 
equilibrium in reality tends to de- 
pend much on the motives and 
temperament of the monopolist, a 
subject for much fascinating spec- 
ulation but not amenable to scien- 
tific treatment. 

A free price system moreover, 
tends to produce too many things 
which “‘sell”’* well and too few of 
the others. It may impair the eff- 
ciency of workers by “exploiting” 
them, that is, by taking advantage 
of their inferior bargaining posi- 


11t is notable that technical progress 
seems to multiply technical monopolies. 

ewe: “Depreciation of Capital,” 
p. 76. 

8 Baster, “Advertising Reconsidered,” 
ce. 4. This assumes that consumers really 
want the goods without the advertising. 


tion.’ It will at least be subject to 
industrial fluctuations caused by 
epidemics of errors of optimism and 
pessimism. And it is a depressing 
thought (for the scientific econo- 
mist) that it is quite impossible to 
assess the damage from these and 
similar errors without using the 
conception of the “national in- 
come” or the “social dividend” 
(which, since it involves the addi- 
tion of individual satisfactions, is 
strictly without real significance)” 
and an interest rate (for the pur- 
pose of reducing departures from 
equilibrium over time to a common 
measure) which is presumably 
varying from moment to moment 
during the process of adjustment. 
The free system also diverts too 
large a proportion of resources into 
risky undertakings where the re- 
wards are unduly low, judged by 
objective standards;? and the di- 
vorce of ownership from control 
is liable to go so far’ as to make a 
rational assumption of risk by 
owners all but meaningless. Fi- 
nally, a free system establishes a 
market rate of interest which re- 
flects the characteristically excessive 
discount which individuals apply 
to the future.” 

This sort of objection, which 
could be multiplied from the pages 
of any standard economic text- 


4Marshall “Principles of Bi ” 
(Gthedn) peed Rien 
5 Robbins ‘Nature oe Significance of 
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Profit,” p. 236. aint) ae 


7 Berle and Means, “The Modern Cor- 
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book, points to a lapse from objec- 
tive efficiency standards set up by 
economic science. Nobody can say 
how far in the aggregate our real 
system falls short of the ideal, or 
what this means in terms of lost 
human satisfaction. The objec- 
tion is not based on the mere dog- 
matic assertion of the planners that 
“the consumer does not know what 
is good for him” and should eat 
“more vegetables and eschew fash- 
~ jonable clothes. If it were, scien- 
tific economists would impatiently 
dismiss it as a subjective illusion. 
As it is, they are obliged to admit 
as a universal truth that in a com- 
munity where monopolies, poor 
workers, goods which can be easily 
trade-marked, and holding com- 
panies could not exist, and where 
consumers had no special “irra- 
tional” preference for thrills or for 
the present against the future, re- 
sources would be more “efficiently” 
used than they are at present. This 
indeed, is the common interpreta- 
tion of their doctrines, to judge 
from the many occasions in the 
_ past when Governments have taken 
their cue from public pressure in 
favor of intervention to prevent 
monopolies, stop gambling, and 
‘encourage saving. 

There is a further rather em- 
-barrassing implication of the free 
price system. It needs a “back- 
ground,” whose function it is to 
guarantee law and order, suppress 
external disutilities like noise, 
smoke and river-pollution, prevent 
‘unnatural monopolies (whether of 


labor or any other factor of pro- 


duction), buy up and_ operate 
natural monopolies which cannot 
be regulated (like the post office 
and the railways), enforce pub- 
licity, and stop “unfair” competi- 
tion, to mention some only of the 
minimum requirements for the 
operation of free prices in an iso- 
lated community. Now a scien- 
tific economist with a taste for 
logic (a common but often fatal 
distinction) might reply that in a 
free system enterprise and the own- 
ers of the factors of production 
would in the long run (and on the 
assumption that the system was not 
wrecked before they discovered 
their ultimate interests) become 
far-sighted enough to provide some 
of the background themselves.’ At 
worst they would protect their own 
private property and at best they 
might provide some of the condi- 
tions for the indefinite continu- 
ance of the free system (e. g. by 
guaranteeing workers against wide- 
spread starvation and consequent 
revolt). But we may well ask— 
how long-sighted must private en- 
terprise become before the system 
of private enterprise disappears 
altogether? ‘The business man be- 
gins, one may suppose, by emanci- 
pating himself from a belief in 
competitive anarchy. He is now 
willing to pay for police protection, 
at the market price. After a suit- 
able interval for reflection, he 
might be approached by some 
nimble-witted salesman (carefully 
schooled beforehand in the logical 


1jJ, M. Clarke, “Beonomics of Over- 
head Cost,” ¢. XXII. 


20 PLAN 


implications of economic freedom) 
with a promising line in educa- 
tional services. Education pays; it 
increases the efficiency of the human 
factors in his business, and helps 
potential customers to appreciate 
his advertisements. At first, it is 
a little difficult to see where the 
remorseless progress of a hedonis- 
tic world would stop. Business 
men could surely be expected to 
see that in the long run, their own 
interests would be best served if 
they stopped competing with one 
another. They might even ration- 
alize themselves, doubtless after 
long intellectual travail, into the 
ethical system of the Sermon on 
the Mount. 

The free price system is thus a 
logically unstable conception. 
Either it means complete competi- 
tive anarchy, that is, literally cut- 
throat competition, or it means a 
nominally free system working in 
a background provided by self in- 
terest. The first would degenerate 
into brigandage. In the second, 
the background would become of 
overwhelming importance, as the 
long-run implications of free prices 
(carefully worked out by econo- 
mists) were realized by the mem- 
bers of the competitive market.’ 
This means first, that the marginal 
utility principle of rational calcula- 
tion, though still universally opera- 
tive (like all economic truisms) 

1One can imagine Hdgeworth’s duo- 
polists, having read Edgeworth, decid- 
ing to divide the total output at P. Not 
having read him, their antics would 
result in unstable equilibrium and loss 


to themselves. Vd. Hdgeworth’s “Col- 
lected Papers,” Vol. 1, p. 119 
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would have less and less signifi- 
cance, and second, that the private 
enterprisers would have to go in 
for the very kind of wild guessing 
about future trends and long-run 
implications for which they now 
deride the planners. Of course 
people would get equi-marginal 
satisfaction from the last cent 
spent on bread, and house-room, 


soldiers and economists; but there — 


is no reason to suppose that the dis- 
tribution of resources resulting 
from this scale of preference would 
be any more “rational” and any- 
thing less of a leap in the dark than 
the distribution fixed by the 
planners. 


A free price system would cer- 


tainly not adjust the economy to the 
point of maximum physical pro- 
ductivity consonant with the bare 
physical efficiency of the popula- 
tion. Few would deny that under 
a free system most of the savers 
could save more without impairing 
their physical efficiency, many of 
the workers could work harder, 
and many persons prefer to oc- 
cupy (often under heavy economic 
penalty) jobs where their economic- 
ally valuable talents are not ex- 
ercised. Some economists would 


ve 


doubtless make more money as 


business men, some textile enter- 
prisers might do better in the elec- 
trical industries, many miners and 
agricultural laborers would be 
better off in the service industries. 
The preference for things which 
are not bought and sold (like 
leisure) prevents resources from 
being used to produce maximum 
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efficiency in terms of the things 
which consumers want from the 
market. The objection that the 
consumers taken as a group are 
the same as the producers taken 
as a group, cannot stand, because 
both of these activities go on out- 
side the market. ‘The claim for 
the efficiency of the free price sys- 
tem in this sense thus reduces to 
the question-begging statement that 
if you want an efficient and free 
" society, then a free price system is 
best. Thus a society of persons 
who spent most of their time sit- 
ting cross-legged in silent contem- 
plation of their abdomens would be 
“efficient” if the members were free 
to work at will. The fact that 
they do not choose to work cannot 
be urged against them as a lack 
~ of efficiency in the economic sense. 
- Early 19th century England was 
“more “efficient” than at present, 
the difference in mere physical pro- 
_ ductivity being scientifically inad- 
missible in the comparison, unless 
’ it is assumed to be a loss because 
it proceeds (as so much of it does) 
from elements which the free sys- 
tem would not have produced 
‘unaided. The sole test is the extent 
to which rational calculation based 
on a free price system is possible. 
This naturally poses the whole 
question as to whether the “Ta- 
tional calculation” which promotes 
“economic efficiency” is not after 
all, a huge autological disappoint- 
ment. To those who argue that 
a free price system would enable 
rational calculation to produce the 
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best results, the question must be 
| aye 


put—what other results could such 
a system give but those which it 
does give? Economic efficiency is a 
mere logical deduction from eco- 
nomic freedom, and its objective 
basis disappears altogether. Why 
should such efficiency appeal to the 
planners if it presupposes freedom? 
‘Their very name shows that free- 
dom is exactly what they are 
prepared to deny. 

It is an important assumption 
of the free system that the quantity 
of factors of production to be 
“economised”’ is given; in other 
words, that supplies of factors are 
withdrawn from a given stock as 
the price offered increases, until in 
equilibrium they are all employed 
at the price which carries off the 
whole supply into various com- 
peting uses. In practice it is a 
common assumption amongst the 
official interventionists appointed 
by the State to meddle with the 
free systems, that some of these re- 
sources could be drawn away from 
their economic uses, and employed 
in ways which certainly impair the 
“efficiency” of the system now, but 
which may vastly multiply its re- 
sources in the long run. ‘This ap- 
plies not only to the “state of tech- 
nical knowledge,’’ whose most 
brilliant advances have come from 
extra-economic sources, but to the 
very texture of the free system 
itself. A general knowledge of 
the world about us enables us to 
choose with a “wider scale of pref- 
erences”? in our minds. Scien- 


1 Wicksteed, “Commonsense of Politi- 
eal Economy,” Vol. 1, p. 34. 
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tific economists must surely stand 
convicted of unseemly levity if they 
claim that ignorant persons would 
seek general knowledge for the 
sake of their own interests. The 
well-known tendency for such per- 
sons is to regard general enlighten- 
ment as a waste of time. ‘Thus in 
evaluating the last cent spent by the 
interventionists on increasing the 
width of the consumer’s scale of 
preferences for all things produced 
and all possible occupations, adher- 
ents of the marginal principle must 
either claim that the expenditure 
is wrong because it prevents prices 
from being “freely” determined 
(which would condemn their care- 
fully articulated free system to op- 
erate in a series of water-tight com- 
partments), or it is an aid to effi- 
ciency which consumers would 
think of themselves (which is not 
true of most peoples), or that a 
free system always assumes perfect 
mobility and perfect knowledge 
(which is probably true but not 
very realistic). 

The conclusion is that a free 
pricing system would not give the 
most efficient distribution of re- 
sources measured by the econo- 
mists’ own standards, and that 
many of the actual divergencies 
represent damages which cannot be 
measured. ‘The system does not 
give maximum physical productiv- 
ity, and it is “economically” effi- 
cient only by definition. Interfer- 
ence with the free play of prices 
(a) in order to provide a back- 
ground for the play to operate, and 
(b) to increase the given amount 


of all resources, must either be 

held to impair efficiency, or else to 

be the result of automatic action 

undertaken by far-sighted indi- 

vidualists in their own long-run 

interests. In the latter case, in- 

vestments of resources are in the 

nature of overhead costs, rational 

calculation on the marginal prin- 

ciple becomes significant in a 

formal sense only, and we are prac-~ 
tically back in the hit-and-miss era 
of the “interventionist chaos.”* 

Moreover, long-run self-interest 

would justify a wholly uncertain 

degree of self-restraint (short of 

a kind of Rotary Club Heaven on 

Earth) of which the most probable 
outcome would be “free competi- 

tion” (as it is now known) for a 

very small corner of the market, 

and a series of more or less benefi- 

cent and more or less co-ordinated — 
monopolies for the rest. 

It is true that some adherents of 
the free price system propose to 
apply it only after consumers’ de- 
mand has been ascertained by a> 
non-market process, as for instance, 
on the basis of some guaranteed 
national minimum standard of life. 
Intervention to decide the kind of 
things that shall be finally pro- 
duced is, in other words, taken for 
granted, and the free price system | 
is merely brought in to organize 
productive resources to this end. 
But this is a fatal concession. It 
may be thought proper for non- 
economic reasons to provide work- 
ing class houses at a lower price 
Se FE 


! 
| 


1 Hayek, op. cit., p. 24. 
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than that at which the free market 
could supply them. But there is 
no logical boundary for this kind 
of intervention at the consumer 
goods stage. Reasons of prestige, 
national self-sufficiency, or social 


stability could be advanced for any 


amount of intervention in all stages 
of production. And such reasons 
cannot even be handled, much less 
_rebutted on the austere intellectual 
plane of scientific economics. Once 
economists take intervention for 
granted therefore, they may have to 
admit degrees of it which wipe out 
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large areas of the free price system 
altogether. 

It appears then, that in the issue 
of the planned economy versus 
laissez faire, scientific economics is 
of little help. What is disturbing 
is that the cause of economic free- 
dom should ever have come to need 
such an unpromising defender. It 
seems that the chief reliance must 
continue to be placed on the old- 
fashioned but robust political 
prejudice that it is on the whole 
better to let people do what they 
like so long as they do not get in 
one another’s way too much. 


Miscellany 


Widespread interest: in national 
economic and social planning may 
be adduced by the increase in let- 
ters of inquiry to this office. Here 
is a request for literature from a cit- 
izen of La Crosse, Wis. A member 
of the Unemployment Reserves 
Commission of Sacramento, Calif., 
requested back numbers of the 
journal containing certain articles 
on economic security. A student 
of Takoma Park, Md., asks for re- 
duced rate to Plan Age. A super- 
intendent in the Bethlehem Central 
Schools, Delmar, N. Y., asks for 
information about the Association. 
A young man in Coon Valley, Wis., 
also requested back numbers of the 
journal. ‘These requests have in- 
creased rapidly during the present 
month. 
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An international. conference of 
interest to planners has been called 
for this month in Switzerland. The 
letter of invitation is: 


(Ale age? a 


Dear Sir or Madam: 


At the request of the Swiss 
Committee for the Plan of Action, 
the Foyer socialiste international 
has decided to convene an inter- 
national conference to which a 
number of socialists and trade 
unionists or persons in sympathy 
with the socialist and trade union 


movements are being invited. The 
object of the conference is to study 
some of the problems which are at 
present being discussed in those 
countries where the labour organi- 
zations have drawn up plans of 
economic reconstruction. 

The Conference will meet on 17,. 
18 and 19 April, 1936, at the In- 
ternational School, at Geneva, 
under the chairman of Professor 
Andre Oltramare, of the Univer- 
sity of Geneva, and Mr. Hans 
Oprecht, Member of the Swiss 
National Council. 

The agenda is as follows: 


(1) The nationalization of 
credit (introduced by Pro- 
fessor Andre Philip, of the 
University of Lyons) : 


(2) Industry and agriculture 
in a planned society (intro- 
duced by Mr. J. Necas, 
Minister of Social Welfare 


in Czechoslovakia) : 


(3) Democracy and the role of 
the workers’ organizations 
in a planned society (intro- 
duced by Mr. Max Buset, 
Deputy and Director of 
the Bureau of Social Stud- 
ies of the Belgian Labour 
Party). f 


It is hoped that the Conference 
will arrive at certain conclusions 
which will facilitate propaganda 
in each country in favor of the re- 
spective plans. ; 
f 
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In view of your expert knowl- 
edge of and interest in these ques- 
tions the Committee has much 
pleasure in inviting you to take part 
in the Conference. 

Arrangements have been made 

with a view to reducing the cost 
of the stay in Geneva as much as 
possible. Board and lodging can 
be provided, if desired, at the In- 
‘ternational School itself at 7 francs 
_(Swiss) per day (including room, 
“meals, bath and tips). As the 
number of rooms is limited, appli- 
cation for this accommodation 
should be made as soon as possible. 

We shall be grateful if you will 
let us know whether you will be 
able to attend the Conference, and 
whether you wish us to reserve ac- 

~commodation for you at the Inter- 
national School. We should also 
_ be obliged if you would let us know 
the names of any other persons who 
‘might suitably be invited to take 
part in the Conference. 
Yours faithfully, 
(Signed ) 
ANDRE OLTRAMARE, 
Chairman of the Foyer Social- 
iste International. 
Hans OPRECHT, 

Vice-Chairman of the Swiss 

Committee for the Plan of 
Action. 


SLs 


Two publications of the Politi- 
cal and Economic Planning, an 
organization of Great Britain, have 
been received at the office of Plan 
Age. The first is a 215-page re- 


port on the British coal industry. 


This is one of a series of the 
British Society on planning look- 
ing toward a comprehensive survey 
of a given industry in the light of 
more planned procedures. 


AX [SYA 


There is nothing abstract about 
this study of the coal industry. It 
faces problems, such problems as— 
Declination in Coal Mining Em- 
ployment; Possible Realization of 
Re-employment; Surplus Labor 
and Miner’s Welfare. 


7S JAN, YAN 
The March 24, 1936, issue of 


“Planning,” a national broadsheet 
issued by “Pep,” gives a review of 
the work of that Association. 
The point of view of that plan 
society is expressed by the follow- 
ing paragraph. 


Us TS PS 


“Five years ago there was a 
feeling of urgency and of impend- 
ing disaster which aroused in un- 
expected quarters an intense desire 
for co-operation. ‘This feeling has 
since diminished, at least so far as 
the economic and social spheres are 
concerned, yet the need for system- 
atic and constructive effort re- 
mains. ‘That this need is under- 
stood is shown by the willingness 
of large numbers of busy people to 
take on exacting spare-time work 
in connection with groups. It is 
constantly surprising to find how 
much goodwill and desire to be 
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useful to the community is lying 
latent and ineffective among pro- 
fessional and salaried people. As 
Mr. Wells and others have re- 
peatedly pointed out, these are the 
people on whom the progress of 
civilization has recently depended 
and must increasingly depend in 
future. Unfortunately, on the 
rare occasions when this importance 
of the administrator, the techni- 
cian, and the professional man or 
woman have been appreciated the 
attempt has been made to exploit 
them as material for one political 
party or another. Such attempts 
have failed and are bound to fail. 
The professional and salaried ele- 
ments are willing and eager to 
contribute according to their ca- 
pacity, and that capacity, vast as 
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it is, is not and cannot be political - 
in the party sense. With rare ex-- 
ceptions, the better such people are: 
at their vocations the worse poli- - 
ticians they make and the less they ' 
enjoy party conflict. The experi-- 
ence of ‘Pep’ proves that there are: 
in Great Britain huge resources of ’ 
trained intelligence ready to be: 
drawn upon for the good of the: 
community, provided the limits: 
within which they can properly: 
assist are understood and respected. , 
The brain worker is sometimes un- » 
justly criticised for not pulling his: 
weight in public affairs. He will 
pull his weight well enough pro- 
vided he is not simply invited to: 
let himself be exploited by interests 
which neither share nor understand 
his ideals. | 
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of 13 billion dollars. 


Power and Its Social Control 


By 


MORRIS L. COOKE 


I. THE Economic PosITrIoN OF 
THE ELeEctric UTILITY 
INDUSTRY 


the United States has 
grown from the single 
small generating station which 
Thomas Edison built on Pearl 
Street, New York City, to a point 
where it now claims an investment 


This has 


really been a remarkable achieve- 


| 


ment springing from the combined 
efforts of scientists, engineers and 
business men. Up to 1930, the 
activities of this industry were pro- 
gressing at such a rate that scarcely 
a month passed without the estab- 


lishment of a new record in the 


capacity of electric generating units. 
At the State Line plant on the 
southern shore of Lake Michigan a 
single unit was installed of a size 


sufficient to meet the needs of a 


community of a half million per- 
sons. The same sort of progress 
thas been made in the art of trans- 
mission until today we have a 


285,000 volt line extending from 


Boulder Dam 271 miles to the City 
of Los Angeles, with copper con- 
ductors the size of a one-inch pipe. 

It may be said to the credit of the 


electrical industry that no other _ 
industry has as effectively and com- 


pletely adapted power to its own 
service. Electric generating sys- 
tems have an automatism and fool- 
proofness which is unsurpassed in 
industry. This control has worked 
so perfectly that we rarely are 
forced to note the importance which 
electricity plays in our daily life. 
When an unfortunate combination 
of circumstances does occur and a 
major breakdown of the supply 
system results, we have an oppor- 
tunity to observe, which is as rare 
as the astronomer’s chance to traif . 
his telescope on a total solar 
eclipse. 

[On those exceptionally rare oc- 
casions when the distribution of 
power does break down, we see in 
an instant how deeply interwoven 
with our daily life electricity is. 
Such a spectacular demonstration 
occurred in New York not long 
ago when a main switch “exploded” 
in the second largest power plant 
in the world. The accident set off 
secondary troubles all over the 
western half of Manhattan and 
the Bronx. While the patient and 
sensible behavior of the crowds 
was reassuring and a tribute to 
their adaptabilities, there can be 
no question of the inconvenience 
and even danger existed. Subways 
stalled. Theater crowds were left 
staring at darkness. Vertical trans- 
portation stopped. Streets were in 


2 PLAN 


darkness. Alarm signals were in- 
terrupted. Operations were per- 
formed by candle light. Only the 
existence of emergency power 
plants prevented most _ serious 
consequences. | 

The picture I have just given 
portrays electricity as a convenience 
commodity. Even more impor- 
tant, though less directly felt by 
many of us, is the part which elec- 
tricity plays in industry. It is in- 
disputable that the application of 
electricity is having as much influ- 
ence in changing our social order 
as the introduction of the factory 
system and the development of the 
modern corporation had on the eco- 
nomic life of the past century. 

This electrical development is 
merely the latest stage in the evo- 
lution of the application of power 
to industry. In the period just 
preceding, the invention of the 
steam engine had made possible the 
conversion of heat energy into 
mechanical energy. The steam en- 
gine was, and even in its most re- 
fined state today still is, a bulky, 
cumbrous machine with tremen- 
dous power, but relatively difficult 
to manage. Now to the shaft of 
the steam engine has been connected 
an electrical device—the electric 
generator—for converting me- 
chanical energy into electrical 
energy. ‘This electrical twist has 
given to the steam engine a ner- 
vous system; it has retained the 
power of steam and into it incor- 
porated divisibility, sensitivity to 
control, and most important—re- 
mote control, sometimes operating 
through great distances. 
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These refinements of power ap-- 
plication have only raised to ai 
higher degree some of the economic: 
problems which the steam engine: 
had already introduced by facili- - 
tating and accelerating the dis-- 
placement of manual labor. While: 
this displacement of manual labor - 
is still going on apace, creation of | 
the photo-electric cell has intro-- 
duced a new force into our indus-- 
trial order which may ultimately, , 
through its superhuman precision | 
and accuracy, displace skilled labor ° 
in the same measure that manual - 
labor has lost ground. This brings : 
us to the edge of that realm of con-_ 
jecture into which I do not propose : 
to enter. | 

If you have a further interest in 
these social and economic aspects 
of the power problem, I rec- 
ommend to you a book by Fred 
Henderson entitled ‘The Eco- 
nomic Consequences of Power 
Production.” 

On the other hand, electricity 
has much to offer in the reconstruc- 
tion and realignment of our social 
and economic forces. I shall have 
more to say about this later on in 
discussing the activities of the Fed- 
eral Government in the field of 
power and in the use of electricity 
as a coordinating factor in our na- 
tional planning. For the moment 
I should like to examine with you 
some of the economic characteris. 
tics of electricity as a commodity. 

Electricity is the most perishabl 
of commodities. It must be ma 
keted at the instant it is produced 
We have not yet found a satisfac- 
tory means for storing electricity 1 


- falling water, the fuel component, 
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large quantities. | Consequently, 
the productive equipment—the 
boilers, turbines, generators and 
distribution facilities—must be 
built to a capacity which will meet 
the maximum demand in the mar- 
ket at any given instant. 

[Since current cannot be stored 
and since all electrical equipment 
will never be operated continu- 
ously, the industry has only one 


means to reduce its idle produc- 


“tive equipment. A staggered use 


U 


of equipment that approximates a 
uniform demand at all times is the 
ideal. ] 

If this condition could be real- 
ized the average demand would be 
100 per cent of the maximum de- 
mand. To use a technical expres- 
sion, the load factor would be 100. 

These peculiarities complicate 
the problem of rate making—or 


of determining fair prices within 
‘each customer class. 


When the 
industry was very young, English 
engineers set down the principles 
which govern scientific rate mak- 


ing. Their analysis demonstrated 
the two essential components of the 
cost of electric service. First, there 


are the constant costs—interest, 


depreciation, taxes—and, second, 


the variable costs, the most impor- 


tant of which in steam plants, is 


fuel. This classification of costs 
makes possible a fairly accurate 


assessment of each consumer’s re- 


‘sponsibility in the load of the sys- 
‘tem by the use of a two-part rate, 


consisting of a demand charge and 


an energy charge. In Norway, 
where all electricity is generated by 


of the rate, being nil, drops out and 
a one-part rate is in use based on 
maximum demand alone. In large 
power contracts the two-part prin- 
ciple is rigorously applied with ad- 
ditional refinements to insure 
against variations in relatively mi- 
nor costs. But for the small do- 
mestic consumer, experience has 
taught that a simple, clearly under- 
standable rate structure with an 
average demand assumed is most 
conducive to generous use of elec- 
tricity. 

Let us turn for a moment to the 
development of the corporate struc- 
ture of the electric utility industry. 
There were in the United States 
in 1902 3,600 privately and pub- 
licly owned electric supply estab- 
lishments. By the time of Amer- 
ica’s entrance into the World War, 
the number of establishments had 
increased to 6,500. Following the 
war, however, through a period 
of mergers and consolidations the 
number decreased so that today 
there are approximately 1,600 pri- 
vately owned and 1,900 munici- 
pally owned electric utilities oper- 
ating in this country. 

Early in the development of the 
American utility industry strong 
financial interests began to concen- 
trate in their hands the control of 
utility operating properties. This 
was in part a result of the necessity 
at that time for manufacturing 
companies to finance the sale of 
their own products. The General 
Electric Company was probably 
the most notable owner of operat- 
ing company securities. In the 
early twenties this company trans- 


4 PLAN 


ferred its holdings in operating 
utilities to another corporation. By 
1924 the Insull system had come 
to control nearly one-tenth of the 
industry. At that time 64 per cent 
of the total energy was generated 
by operating companies which were 
part of a holding-company system, 
whereas by 1929 this concentration 
had increased to 82 per cent. The 
change indicated between these two 
periods marks a highly significant 
trend in the concentration of con- 
trol and in the separation of con- 
trol from ownership within these 
vast utility empires by a pyramid- 
ing process. 

It is this gigantic machine which 
a handful of public guardians are 
charged with holding in check 
through the channels of public 
control. Regulation in the public 
interest is no new concept. As our 
society changes, new institutions 
appear to serve the public and new 
instruments are devised to keep 
and hold them within the bounds 
of the public interest. 

There are a great number of 
somewhat technical factors which 
favor monopoly operation of elec- 
tric utilities. Accepting the monop- 
oly principle on technical grounds, 
both economic and engineering, the 
public must not be left to its mercy. 
If the monopoly is to be operated 
by private interests it must be regu- 
lated by public authority. Since 
95 per cent of our present day 
electric industry is privately owned, 
we have a major problem of regu- 
lation on our hands. 

The basis of regulation is the 
police power of the government. 
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The farthest reach of regulation 
is limited by the due-process clause 
of the Constitution. Between these 
limits units of government have 
sought with varying degrees of 
success to replace competition with — 
a regulating mechanism. 

State legislatures have delegated 
their powers for the regulation of 
public utilities to commissions. 
The general intent of these bodies 
has been to limit the return on 
the value of the property. The > 
procedure has been to assign a 
fair value to the property, usually 
by means of two principles. One 
is the reproduction cost principle, 
which requires that the value for 
rate making purposes correspond 
to the replacement cost less depre- 
ciation. During periods of high 
construction costs this principle 
favors private investment by in- 
flating the value of assets. The 
other principle of valuation is that 
of original cost—sometimes re- 
ferred to as prudent investment. | 
In periods of low construction costs _ 
the utilities are prone to urge this’ 
principle upon commissions and 
courts in order to prevent defla-— 
tion of the value of assets. The 
Supreme Court has not yet clearly 
defined to what extent either prin- 
ciple is to be applied. The ma- 
jority of the Court has in recent 
years leaned decidedly toward the 
reproduction principle with the 
minority dissenting sharply. Many 
students of the problem are out- 
spoken in their condemnation of 
reproduction cost theory. Cost- 
finding required for managerial 
purposes is impossible with unit 


> 
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‘the highly paid and deftly prepared 
expert testimony of the utilities 
and on the other side little more 
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prices varying constantly as they 
‘necessarily must under the repro- 
duction theory. Further, without 
the ability to determine costs with 
a fair degree of accuracy, regula- 
tion in the long run will prove 
ineffective. 

Without clear cut legal dicta 
the commissions have been seriously 
handicapped. At the fork of the 
road the signs have been confusing. 
Other extraneous matters such as 

insufficient personnel, lack of ap- 
propriations and the absence of 
control over interstate operations 
have contributed to the inefficacy 
of commission control. These ob- 
stacles have thwarted earnest ef- 
forts to protect the public’s inter- 
ests even by some of our most able 
commissioners. But perhaps as 
serious a factor as any which has 
cast its shadows over the commis- 


sions has been the judicial attitude 


which they have assumed. Rather 
than championing the public cause, 
they have sat as mediators. Before 


this court we have on the one side 


than the stark complaints of the 


- consumers. 


Popular criticism of the utility 
industry in its treatment of the 


public may be divided into two 


phases. First, there are countless 
_ ways in which the utilities have 


successfully evaded regulation and 

exacted undue gains that are ulti- 
mately paid as higher charges by 
the electricity consumer or suffered 


. as losses by the investor in utility 
securities. . The second point of 


irritation is the economic philoso- 
phy of high unit charges and low 
customer consumption which has 
pervaded rate making for domestic 
and small commercial power. This 
theory may have been justifiable 
in the experimental period when 
risk was relatively high. But such 
theory is now untenable in an in- 
dustry which has acquired a sta- 
bility and security of income which 
is parelleled by few, if any, other 
industries. The time has come 
when in the interest of the public 
welfare the converse theory—low 
unit charges and high customer 
consumption—must be put into 
practice. 

With state commissions ham- 
pered by confusing court opinions, 
by the pressure of powerful finan- 
cial groups and by their limited. 
jurisdiction, assistance from the 
Federal Government appeared es- 
sential if the system of private 
ownership under regulation was 
to survive. 


Il. PARTICIPATION OF FEDERAL 
GovERNMENT IN CONTROL 


The first Federal recognition of 
the power regulation problem came. 
in 1920 with the creation of the 
Federal Power Commission as pre- 
scribed by the Federal Water 
Power Act. Under the provisions 
of the Act the Commission is to 
examine applications for the con- 
struction of hydro-electric devel- 
opments on navigable streams and 
on public lands. ‘The Commission, 
as it was originally set up, com- 
prised three ex-officio members 
from the President’s Cabinet. The 
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Commission in its early days lim- 
ited its action largely to such rather 
perfunctory matters as the issuance 
of permits and licenses for devel- 
oping water power sites. “The 
Commission had existed in this 
rather passive state for ten years 
when, in 1930, it was reorganized 
and five appointive commissioners 
were substituted for the three de- 
partment heads. 

The first real move by the Fed- 
eral Power Commission toward 
aiding electric utility regulation on 
a broad national basis came in 1933 
with the inception of two surveys, 
one an inquiry into the power pro- 
duction facilities of the country 
and the other a comprehensive an- 
alysis of rates charged by electric 
utilities. Both of these surveys— 
the National Power Survey and 
the Electric Rate Survey—have al- 
ready published interim reports 
which have brought to public at- 
tention (1) deficiencies and sur- 
pluses in the generating capacity 
in various sections of the country 
and (2) the many inequalities and 
abnormalities in electric rates. 
Further fact revealing reports are 
expected to give an even more 
complete picture of the industry 
and its rate practices. A special 
study is being made of the cost of 
distribution—that phase of the in- 
dustry. beyond generation and 
transmission—which has _hereto- 
fore been little understood. 

During the decade 1920 to 
1930, control of utility properties 
was becoming highly concentrated 
through the pyramiding of holding 
companies. Reports of the Federal 


Trade Commission reveal that 
powerful financial interests, un- 
bridled by the ordinary checks of 
corporate organization, were per- 
petrating many socially undesirable 
transactions under the cover of an 
almost impenetrable maze of cor- 
porate structures. Property values 
were inflated by write-ups to such 
an extent that they could not pos- 
sibly be supported by any reason- 
able estimate of potential earnings. 
Fantastic bonuses and other ex- 
cessive remunerations for service 
were paid utility officials. Watered 
securities were issued and sold to 
an unsuspecting public as the 
weight of this corporate dead wood. 
strained to the breaking point. 
Loans were negotiated “upstream” 
from operating companies to par- 
ent companies rather than in the 
reverse direction. Struck by the 
collapse of the stock market in 
1929 this house of cards toppled 
with far reaching reverberations. 
In striking contrast to the heavy 
mortality rate of holding companies _ 
is the record of the electric operat- 
ing companies from 1929 to 1935. 
inclusive. There has not been one 
important electric operating com-_ 
pany failure! In spite of the heavy 
debt burden that these operating | 
companies bear they have come 
through the depression years prac-— 
tically unscathed, and many of 
them are in a stronger financial 
position today than they were in 
1929. j 
The terms upon which these op- | 
erating companies have been abled 
to borrow funds within the past 
year are evidence of this under- 


million domestic customers 
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lying strength. Loans for terms 
of twenty-five and thirty years 
have been made on a three and 
one-quarter per cent basis. The 
steady flow of revenue in good 
times and bad from their twenty 
has 
protected these companies from the 
losses suffered by so many railway 
and industrial enterprises. Since 
1929 domestic consumption of elec- 
tricity has increased over 40 per 


cent. 


The irresponsible activities of 
holding companies have been 
abetted by the absence of control 
over the interstate activities of 
utility companies. The jurisdiction 
of individual state commissions was 


- of insufficient breadth to cope with 


corporate organisms which were 
spreading themselves octopus-like 
over wide areas of the country and 


- embracing many states in a single 
system. Obviously action of the 


central government was required 


to bring these powerful corpora- 


tions within the bounds of the pub- 


lic interest. 


During the past eight years the 
Federal Trade Commission has 


been investigating the public rela- 
tions and financial structures of 
these holding companies. 


In the 
course of this probing, which is 


~ now being concluded, a great mass 


of evidence has been produced. 


- Published in some 60,000 pages, 
this evidence has left no doubt of 


the urgent need for Federal regu- 
lation. 
Public indignation resulted in 


the passage by Congress of the 
Public Utility Act of 1935 over 


the bitter protest and acrimonious 
opposition of the utility defenders. 
This Act was drafted with close 
reference to the irregularities un- 
covered by the investigations of 
the Federal Trade Commission. 
But the constitutionality of the 
Act is now being challenged and 
a large group of holding companies 
refuse to comply with its provisions 
until its constitutionality is decided 
by the Supreme Court. 

Under the new Act authority 
is vested in the Securities and Ex- 
change Commission (SEC), which 
was created in 1934, to regulate 
certain aspects of public utility 
holding companies. The basic con- 
trol device which is used in the 
Act is that of requiring those com- 
panies which are interstate in char- 
acter to register with SEC. Com- 
panies which fail to register are 
denied the instrumentalities of in- 
terstate commerce to carry on their 
business. Registered companies are 
required to file with the SEC in- 
formation pertaining to the struc- 
ture of their systems and the scope 
of their activities. The SEC is 
directed to examine all security 
issues of registered companies. 
Issues which do not meet the 
standards of soundness and fairness 
prescribed in the Act are to be 
stopped. 

The most controverted section 
of the Act is that which provides 
for, first, the voluntary (after 
January 1, 1936) and later, the 
mandatory (after January 1, 
1938) simplification of the cor- 
porate structure of holding com- 
panies. Simplification means the 


8 PLAN 


reduction of a widely scattered 
holding company system to one 
comprising a geographically inte- 
grated operating area. Over the 
exchange and disposition of securi- 
ties which will be necessary to 
effect this requirement of the Act, 
the SEC will have complete super- 
vision. Unnecessary construction 
and management subsidiaries—a 
favorite device for slipping fabu- 
lous profits out the back door— 
are to be eliminated and charges 
are to be kept within the limits of 
cost. Intercorporate relations of 
those remaining are to be strictly 
controlled. A system of “mutual 
service companies” whereby the 
holding units may retain the bene- 
fits of large scale services, con- 
struction and sales is suggested by 
the Act. Strict regulations are 
placed on intercompany transac- 
tions involving loans, payment of 
dividends, redemption of securities, 
and disposition of utility plants 
and securities. Uniform account- 
ing methods are provided for and 
companies are held liable for mis- 
leading statements. 

Provisions of this Act were 
written to supplement and _ re- 
enforce state public utility regu- 
lation rather than in any way to 
supplant it. The SEC is instructed 
to make investigations at the re- 
quest of state commissions and to 
supply them with the results of 
special studies. 

Title II of the Act empowers 
the Federal Power Commission to 
regulate the wholesale rates for 
energy flowing across state bounda- 
ries and to control the services, 
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practices and facilities of power 
companies in interstate transmis- 
sion. This brings under control 
certain abused liberties which have 
been beyond the jurisdiction of 
state regulatory bodies and so 
strengthens the state commissions’ 
position. A precedent for this type 
of interstate regulation is found in 
the Interstate Commerce Commis- 
sion which was created in 1887 to 
regulate common carriers. 1 

At the same time that corrective 
measures are being applied to the 
electric utility regulatory machin- 
ery of the country, a movement 
toward the conservation and more 
rational use of the abundant wa-_ 
ter resources of the nation has been - 
started. Such activity has been in- 
corporated in the public works pro-— 
gram directed toward the relief of 
the unemployment situation and 
the restoration of purchasing 
power. 

Under the PWA preference has - 
been given to certain classes of 
projects, one of which is electric 
power developments. ‘The princi-— 
pal function of the PWA has been 
to make financial advances after 
careful examination of the feasi-_ 
bility of projects which have been — 
submitted. 

Financial assistance has been 
given to non-Federal applicants — 
by way of grants of from 30 to 45 
per cent of the cost of the work, — 
with the option of a secured loan 
for the balance. These terms have 
attracted numerous applications 
from municipalities seeking to build 
electric supply systems, some of 
which compete with privately 
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owned systems. In many instances 
the threat of competition from a 
publicly owned plant induced oper- 
-ating companies to make substan- 
tial reductions in rates. Not only 
in the localities where agitation 
arose but throughout the country 
the potentiality of competition 
probably has been a contributing 
factor to reductions in rates. 
The greater part of PWA fi- 
_nancial advances to power projects 
has been made to aid works which 
will be owned by the Federal Gov- 
ernment. The completion of Boul- 
der Dam, now being constructed 
by the Federal Bureau of Recla- 
mation at a cost of $115,000,000, 
is made possible by such assistance. 
This massive structure is an exam- 


_ ple of the multiple-purpose type of 


dam which because of the wide- 
spread and often unassessable social 


and economic benefits falls to the 


lot of the Government to con- 
struct. This dam provides a water 
supply for Los Angeles and its 


environs, stores water for irriga- 


“tion in the Imperial Valley of 


Southern California, releases water 
“into the hydro-electric turbines of 
both public and private electric 
systems, and provides extra storage 
space for flood waters. The ulti- 


mate capacity of the sixteen tur- 
bines at the base of Bolder Dam 
exceeds one million eight hundred 


thousand horsepower and is greater 
than the aggregate capacity of the 


2700 hydro turbines which existed 
in the United States in 1907. 


Several other Federal multiple- 
purpose dams are now under con- 


struction. One of these, Bonne-- 


ville Dam on the Columbia River, 
is being constructed under the 
supervision of the Corps of Engi- 
neers of the United States Army 
to improve navigation and to de- 
velop power. Also on the Colum- 
bia River is the Grand Coulee 
Dam, being built by the Bureau of 
Reclamation as a combined power- 
irrigation development. A moun- 
tainous earthwork barricade is be- 
ing raised in the upper reaches of 
the Missouri River at Fort Peck 
in an effort to control flood waters 
and aid navigation. Power gener- 
ation here is of a secondary nature. 
The ultimate installed hydro-elec- 
tric capacity planned for these 
three dams is nearly one and one- 
half million kilowatts. Such are 
the efforts of the Federal Govern- 
ment to utilize rationally the coun- 
try’s white-coal resources. 

For the purpose of effecting the 
comprehensive development of the 
resources of the Tennessee River 
Basin the Congress, in May 1933, 
created the Tennessee Valley Au- 
thority (TVA). Among three di- 
rectors appointed by the President 
is allocated the administrative re- 
sponsibility of the Authority. To 
one of these directors is assigned 
the bulk of the electric power prob- 
lems which come within the juris- 
diction of TVA. 

The Tennessee Valley abounds 
in water power potentialities. The 
program of the TVA, which is 
already well advanced, undertakes 
not only to develop the power po- 
tentialities in conjunction with 
navigation improvement and flood 
control but also to drive home to 


10 PLAN 
the domestic consumer the benefits 
of cheap electricity. With this end 
in view transmission facilities are 
provided to deliver bulk energy to 
the distribution systems of munici- 
palities and cooperative associa- 
tions. The prescribed rates for the 
retail sale of TVA power give the 
customer 100 kilowatt-hours at 
$3.50 and 500 kilowatt-hours at 
$7.90 on a monthly basis. 

The TVA is serving as a proy- 
ing ground for many interesting 
social and industrial developments. 
Many observers are viewing TVA 
as an excellent opportunity for 
much needed decentralization of 
certain industries, which will at 
the same time elevate the standards 
of living in many parts of the area 
now far below the national aver- 
age. Advanced practices in engi- 
neering are being tested and ap- 
plied. One such practice now un- 
der consideration is a scheme to use 
unmarketable surplus energy which 
comes at “off-peak” periods to 
pump water into storage reservoirs 
which will subsequently be released 
through generating units when the 
energy is marketable. The prin- 
ciple of hydro and steam plant in- 
terconnection underlies the total 
program of development of all 
dam sites along the ‘Tennessee 
River and its tributaries. This 
principle, when applied to large 
areas, permits a maximum of en- 
ergy generation with the minimum 
of cost and the most effective use 
of plant. 

The second works relief appro- 
priation made by Congress during 
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the Roosevelt Administration ex- 
pressly earmarked funds to be ex- 
pended for rural electrification. 
This was a recognition of the fact 
that only about one farm in ten 
enjoyed the advantage of central 
station electricity. ‘To administer 
this program President Roosevelt 
by executive order created the Ru- 
ral Electrification Administration 


(REA). The policies since formu-__ 


lated by REA for its operation 
have been to make loans to public 
or private bodies for the construc- 
tion of rural distribution lines. 
Borrowers of REA money are to 
repay the loan within twenty years 
with interest at three per cent. As 
we review the progress of REA 
during the first eight months of its 
existence we sense a growing ten- 
dency among utility companies to 
respond to the demands of the 
farmer for electric service. 


forts of utility companies and co- 
operative associations, which are 
rapidly growing in number and 
importance. ‘ 

i 
III. Power, Unper Sociat Con- 
TROL, AS A CooRDINATING Fac- ; 

TOR IN CoNSERVING OuR 


NATURAL RESOURCES : 


Pressure of population, AaHone 
defense and conservation of natural 
resources have long been considere 
three outstanding problems of so- 
cial policy. Economic disaster, 
physical catastrophes and cial 


Look- | 
ing ahead we see unmistakable 
signs of a fulfilment of the REA 
program through the combined ef- 
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necessities are driving home to our 
people the vital need for conserva- 
tion all along the line. 
Conserving for man’s use the 
maximum amount of power re- 
leased by the flow of our waters 
is an important conservation mea- 
sure. And, under wise social con- 
trol, we must carry out a soundly 
Beeceived integrated program for 
the maximum use and control of 
water from the moment that it 
falls as rain on the headwaters of a 
great drainage basin until it finally 
reaches the sea. Planning for these 
goals must be on a high level with 
the most modern techniques em- 
ployed. Control of surface waters 
for the conservation of land, of 
power, and of the water itself is 
man’s immediate task if the virility 
of our national existence is to be 
preserved. 

_ The need for conservation mea- 
sures has been increasingly recog- 
nized for over forty years. Gifford 
Pinchot and Theodore Roosevelt 
did much to educate the American 


unanimously concluded that the 
time has passed when isolated or 
unrelated plans were adequate to 
American needs and reported that: 

“Planning for the use and con-, 
trol of water is planning for most 
of the basic functions of the life 
of the Nation. We cannot plan 
for water unless we also consider 
the relevant problems of the land. 
We cannot plan for water and land 
unless we plan for the whole peo- 
ple. . . . The need for planning 
arises out of the needs and desires 
of the people. . . . What must be 
sought is effective means for carry- 
ing out the common purpose, not 
only in the interest of the living 
generation, but for the protection 
and enhancement of the lives of 
all generations to come.” 

Thus the problems of an inte- 
grated power supply, rural electri- 
fication, promotion of navigation, 
erosion control, and flood and low 
water control in our greatest valley 
were found to be closely inter- 
woven. 

In a somewhat similar study, 
the Water Resources Committee 
of the National Resources Board 
surveyed the status of the water 
resources of the entire nation and 
in each of the great drainage areas 
it found similar problems. The 
conservative New York Times re- 
cently made the following sum- 
mary and appraisal of this Com- 
mittee’s conclusions: 

«A document of the high- 
est social importance . . . Its Wa- 
ter Planning Committee developed 
the first comprehensive proposal 


for the control and utilization of 
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the nation’s streams—from rills to 
mighty rivers... The Commit- 
tee’s survey makes it plain enough 
that the problem presented cannot 


_be solved by individual communi- 


ties and States. It is regional. It 
concerns not merely the Mississippi 
and its tributaries, but the count- 
less little streams that interlace the 
country from coast to coast. With 
it are bound up recurrent droughts, 
erosion that carries away the top- 
soil of the upland farms and leaves 
hardpan almost as impervious to 
water as a sheet of glass, water- 
power plants, irrigation projects, 
pollution of streams, inland navi- 
gation, municipal water supply, 
water conservation and water utili- 
zation in their broadest aspects.” 

“Tf the floods have taught us 
anything, it is the need of some- 
thing more than a dam here and a 
storage reservoir there. We must 
think of drainage areas embracing 
the whole country—think of small 
projects which number thousands, 
but which are necessary, individual 
pieces in a vast mosaic of definite 
pattern, think of major engineering 
undertakings in terms of decades.” 

Three Federal agencies — the 
Soil Conservation Service, the Re- 
settlement Administration and the 
Rural Electrification Administra- 
tion—early this year prepared a 
report entitled “Little Waters: A 
Study of Headwater Streams and 
Other Little Waters.” In trans- 
mitting this to the Congress, the 
President said: 

“This report treats of a subject 
with which the physical well-being 
of our people is intimately bound 
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up, yet to which, in the past, to 
little attention has been paid. We 
have grown accustomed to dealing 
with great rivers, with their larg 
problems of navigation, of powe» 
and of flood control, and we have 
been tempted to forget the littld 
rivers from which they come. Tha 
report points out that we can have 
no effective national policy in these 
matters, nor in the closely relatea 
matter of proper land uses, until 
we trace this running water bach 
to its ultimate sources and fina 
means of controlling it and o» 
using it.” 

“Qur disastrous floods, ow1 
sometimes almost equally disasi 
trous periods of low water, ana 
our major problems of erosion, ta 
which attention has been called by 
the reports of the National Re: 
sources Board, the Mississippi Vall 
ley Committee, the Soil Erosion 
Service, and other agencies, do no! 
come full-grown into being. Ther 
originate in a small way in a multi 
tude of farms, ranches and pas 
tures.” q 

“Tt is not suggested that we ne; 
lect our main streams and give ou 
whole attention to these little wa 
ters but we must have, literally, : 
plan which will envisage the prob 
lem as it is presented in every farm 
every pasture, every wood lot 
every acre of the public domain. 

“ , . Our objective must be s 
to manage the physical use of th 
land that we will not only main 
tain soil fertility but will hand o 
to the next generation a countr 
with better productive power an 
a greater permanency of land us 
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han the one we inherited from the 
revious generation. “The oppor- 
unity is as vast as is the danger.” 
“Tittle Waters” illustrates in 
imple terms by means of photo- 
graphs, drawings and text, the 
seed for controlling little waters, 
‘he enrichment of human life that 
would result, and the most modern 
methods of such control. Through 
sheck dams, reforestation, the de- 
velopment of small ponds and res- 
ervoirs, terracing, contour plow- 
ing, strip-cropping, and proper crop 
selection, the movement of water 
can be retarded, infiltration en- 
couraged, and natural underground 
storage reservoirs replenished. 
It is sometimes argued that un- 
der our Constitution the nation is 
owerless to protect itself from 
he curse of floods and the degener- 
ation of our soils or to integrate 
ts efforts for water control and 
onservation. Elihu Root, one of 
ur great constitutional lawyers, in 
913 vigorously supported the po- 
‘ition that the Federal Government 
as wide jurisdiction over drainage 
basins in their totality, when he 
said: 
_ “A waterway is 4 whole. Navi- 
ation at a particular point does 
not stand by itself. The streams 
that we have been working upon 
r many years we improve step 


‘through twelve of our states, 


case . . . upon that proposition, 
that although the portion of the 
Rio Grande, the treatment of 
which was called in question, was 
not navigable, nevertheless the Rio 
Grande must be treated as a whole, 
and the treatment of that non- 
navigable part must be considered 
with reference to its effect upon 
the navigation of the lower part 
of the stream. Therefore, Federal 
authority could deal with it. 

“Upon no other ground do we 
justify ourselves in the purchase 
of Appalachian forest reserves ex- 
cept to preserve and give out gradu- 
ally the water which flows down 
through the navigable streams of 
the Atlantic seaboard. 

“From the mouth to the source 
and in all the contributory feeders 
a water system of navigation must 
be treated: asvas wholes. 27 

These waters in the end will be 
treated as a whole by the law just 
as they must be treated as a whole 
+n our social and engineering plan- 
ning. A few days ago I testified 
before a Senate committee in gen- 
eral support of a bill for a Missis- 
sippi Valley Authority. The es- 
sence of my testimony was that for 
effective results the great water 
control works in the lower reaches 
of our rivers must be supplemented 
with the proper conservation of 
water in the headwaters of these 
rivers. 

The recent floods have given re- 
newed impetus to the drive for 
comprehensive national planning 
as to soil, water and power. The 
dramatic force of the floods raging 


the 
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loss of several hundred lives and 
property destruction totaling over 
500 millions of dollars all serve to 
impress upon millions of our people 
the need for positive action of a 
character that will prevent these 
major catastrophes and control wa- 
ter so as to make of it a valued 
servant instead of a destructive 
enemy. 

It is fortunate indeed that cou- 
pled with this growing public con- 
sciousness of the need for an inte- 
grated program we find ourselves 
with a wealth of man power and 
a solid foundation of national 
credit with which to start the job. 
Such a program would require the 
maximum social control of power 
supply as well as of waters. In 
earlier years undeveloped resources 
and expanding industry absorbed 
our labor and strained our credit. 
For some time to come, there may 
be a great pool of idle labor and a 
plethora of idle capital seeking 
employment. Productive employ- 
ment for both is offered in saving 
man’s irreplaceable land and water 
resources and increasing the amount 
of electrical energy at his com- 
mand. 

Any program adopted will neces- 
sarily employ those methods of wa- 
ter control which will serve to 
make stream flow more uniform. 
Explorers have discovered many 
kinds of rivers but man has never 
found the ideal river—the river 
with uniform flow throughout the 
year. Such a program implies a 
degree of headwater control and 
retardation of run-off that we have 
not had since the early settlers in 


AGE 


this country destroyed the protec: 
tion of forest and grass which na. 
ture provided to retain her rain: 
fall for the benefit of all forms ot 
life. = 

Agricultural objectives anc 
methods must be revised on 24 
nationwide scale, soil “mining” 
must cease, and the destructive ra- 
tio heretofore prevailing of three 
acres of soil-depleting crops to one 
acre in soil-building crops must be 
reduced. Grasses and legumes willl 
gradually supplant crops that offer 
no protection against erosion. 

By holding the rain where it 
falls, time is provided for it to be 
absorbed into the soil and to find: 
its way into underground storage 
reservoirs. Much can be done by: 
bringing about the general adop- 
tion of contour plowing, terracing: 
and strip cropping. The construc- 
tion of a vast system of check dams,; 
and the restoration of the multi- 
tude of small ponds and swamps 
that land hungry people improvi- 
dently destroyed, will make another 
important contribution to proper 
headwater control. 

There must be the replacement 
of some of our earlier forest cover 
by forestation of great stretches of 
poor and hilly lands and by helping 
the farmer to restore or increase 
the size of his woodlot. j 

Enough has been accomplished 
by isolated experiments to indicate 
the remarkable results that would 
be produced by a nation-wide effort 
along these lines. The Director 
of the Soil Conservation Service 
has testified that by employing such 
measures “the volume of run-off 
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_ water can be reduced 20 to 25 per 
- cent—the margin in most cases be- 
tween mere high water and de- 
structive floods.” 
Thorndike Saville, a careful stu- 
dent of water problems, testified 
after these recent floods that “From 
40 to 50 per cent of the general 
- damage and a greater per cent of 
the concentrated damage from 
floods could be prevented as a part 
~ of a comprehensive watershed de- 
velopment.” 
The. benefits of these measures 
_ in holding flood damage within 
_ reasonable limits and in checking 
_ the cancerous growth of soil ero- 
| sion are beginning to be well un- 
derstood. 
Let us explore the effect of these 
_ measures on the national power 
_ picture. During the past ten years 
- in the United States, electricity 
| produced by water power has va- 
ried from 34 to 41 per cent of the 
total annual production. These 
_ variations have depended upon such 
factors as the volume and timing 
_ of precipitation, capacity of exist- 
ing hydro-electric plants and the 
_ demand for power. In 1932 for 
example, the lack of industrial de- 
_ mand for power resulted in a sharp 
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for that year amounted to 41 per 
cent of the total—a new high. 

Water control measures which 
increase the uniformity of stream 
flow will serve to add to the output 
of existing water power plants. 
_ These measures will provide for 
~ the development by future genera- 


a 


tion of water power which will be 
needed to meet increasing demands 
for electric energy. Increasing in- 
tegration of all power producing 
sources will tend to decrease the 
cost of electric energy and thus 
open vast new markets for it. The 
wider the integration, the more 
feasible it will be to use hydro gen- 
erated energy to supplement fuel 
generated energy rather than to 
compete with it. 

Greatly increasing the upstream 
storage capacity, both on the sur- 
face and through utilization of 
natural underground storage reser- 
voirs, will have an important in- 
fluence in regularizing the use of 
downstream reservoirs. Reduced 
to its simplest terms, the process is 
one of providing many small reser- 
voirs upstream as the necessary cor- 
ollaries of a smaller number of 
large reservoirs downstream. 

Present private power practice, 
and recent developments in flood 
and soil erosion control clearly in- 
dicate that all dams in the future 
should be considered as multi- 
purpose dams. A constructive so- 
cial point of view will require that 
they be so designed and located as 
to yield the maximum social bene- 
fit in terms of power production, 
navigation, flood and low water 
control, water storage, soil erosion 
control or any combination of these 
uses. 

The idea is rapidly becoming 
obsolete that most great dams 
should be built for a single pur- 
pose, such as navigation or flood 
control—and_ effective upstream 
control will do much to remove 
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any justification for it that may 
have previously existed. 

A splendid illustration of this is 
found in Ohio. Following the 
historic Dayton flood of 1913, 
Dayton’s advisers turned to Eng- 
land—where physical conditions 
do not make water power develop- 
ment possible—for guidance. As 
a result a Conservancy District 
Act was passed. ‘‘Conservancy”’ 
is an English term and relates 
largely to straightening rivers and 
preventing floods. Just as the word 
lacks the broad connotation of our 
word “Conservation,” the scope of 
the Conservancy Act was narrow, 
power was excluded and you will 
find on each of these dams a tablet 
which reads: 


THE DAMS OF THE 
MIAMI CONSERVANCY DISTRICT 
ARE FOR 
FLOOD PREVENTION PURPOSES 
THEIR USE FOR 
POWER DEVELOPMENT 
OR FOR STORAGE 
WOULD BE A MENACE TO THE 
CITIES BELOW 


Laws linger on long after the 
ideas which gave rise to them have 
been buried. Twenty-two million 
dollars of Federal funds in addi- 
tion to over twelve million dollars 
of local money will be used to build 
a series of flood control dams for 
the Muskingum Conservancy Dis- 
trict—but under this antiquated 
Ohio statute not a kilowatt will be 
developed. ; 

There is a movement under way 
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to replace this Conservancy Dis- 


trict Act with a more enlightened — 


statute which will provide for a 
more complete use and control of 
the impounded waters including 
the generation of electric energy. 

In accordance with the tradi- 
tional view that large dams should 
only serve a single purpose the 
Tygert River dam, which the Fed- 
eral Government is building to 
regularize the flow of the Monon- 
gahela, for the benefit of heavy 
traffic in coal and iron products, 
necessarily would be precluded 
from being used for power pur- 
poses. Rainfall records of that 
drainage basin proved that there 
would be frequent periods when 
stored water could be used for 
power without endangering navi- 
gation and flood control, but it re- 
quired strenuous efforts to have 
the design of this dam changed to 
provide the penstocks without 
which future power developments 
would be impossible. 

The expenditures of our Fed- 
eral Government on our water- 
ways have been mounting rapidly. 
Over a billion dollars have been 


spent in the past ten years—a con- — 


siderable portion of it for dams. 
Most of the dams constructed with 
these funds served the single pur- 
pose of improving navigation. 

In the absence of social planning 
and social control, sufficient con- 
sideration was not given to the pos- 


i 


sibilities for the disposal of power — 


which might be generated at dams 
to be constructed for such a pur- 
pose as navigation. 
power development have usually 
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been dismissed with the statement 
that there was no immediate matr- 
ket available or that the energy 
that would be generated would be 
secondary or dump energy and 
hence of little value. Conjectural 
rates used in estimating revenues 
were frequently unduly low. 

The experience of our small in- 
terconnected systems and the les- 
son to be learned from them has 
largely been ignored. 

Proper planning today definitely 
recognizes that such water power 
developments may be of great value 
in supplementing existing steam 
plants, and that the value of a 
kilowatt at peak periods is much 
greater than its average worth. 

Secondary energy available for 

nine to eleven months in the year 
is valuable in an area where prac- 
tically all energy is steam generated. 

The nation is poorer because past 

practice has not included compre- 
hensive studies of energy disposal 
covering its utilization in combina- 
tion with existing steam plants. 

Both the studies as to water con- 
trol and the actual construction 
work begun at so many upstream 
points during the present Adminis- 
~ tration prove that these large mul- 
tiple purpose dams on the lower 
reaches of the rivers will have their 
counterpart in small automatic wa- 
ter power plants that will spring 


up to utilize the many new small 
reservoirs that headwater control 
will require. The complete au- 
tomatism of these new plants that 
recent designs provide make them 
economically efficient producers 
and they have the social advantage 
of utilizing an inexhaustible re- 
source. 

If we will but think of our great 
hydro works in terms of the dy- 
namic organism of the drainage 
basin which lies behind them rather 
than merely as the inert wall which 
barricades the stream, we achieve 
a true picture of cause and effect. 
Within this structure we can scien- 
tifically diagnose ills and prescribe 
remedies to be applied at the source 
of trouble. Dams silted to the 
flash boards, thriving towns flooded 
to the house tops are but symptoms 
of a disease. ‘The control of these 
catastrophic phenomena must be 
applied all the way down from the 
field and forest catch-basins. When 
the natural receptacles are de- 
stroyed by unwise cultivation and 
land-use water accumulates rap- 
idly, moves even more swiftly, 
swells to great heights, then van- 
ishes. But we may largely guard 
against this damage. We may 
convert the entire drainage basin 
into a storage reservoir, or millions 
of storage reservoirs, if you please, 
to be tapped throughout the year. 


ey 


On the Regional Report 


By 


Exj. COIL 


Yue National Resources 
Committee, at the re- 
quest of the President, 
has conducted a study 
of those problems of planning and 
development which overlap State 
lines or which require the use of 
both Federal and State powers.* 
The resulting report, “Regional 
Factors in National Planning and 
Development,” is a pioneering 
document on the possibilities of 
integrating planning efforts at sub- 
national levels. As is oftentimes 
the case with such initial efforts, 
the findings and recommendations 
are both illuminating and perplex- 
ing, significant and paradoxical. 
The subject to which the tech- 
nical committee addresses itself is 
that of relating government to 
area. Only too well known to all 
people interested in planning is the 
fact that major problem areas, in 
particular as they relate to the utili- 
zation of natural resources, do not 
coincide with existing political 
boundaries. “The fact that State 
boundaries are firmly imbedded in 
the Constitution has led to a search 
for means of setting these regional 
or sub-national interests into the 


* For this study the National Re- 
sources Committee established a special 
research staff under the general direc- 
tion of a technical committee on re- 
gional planning which consisted of 
John M. Gaus, Marshall E. Dimock, 
Jacob L. Crane and George T. Renner. 


framework of the American Na- 
tion.” (p. VII) Since under our 
Federal system, different constitu- 
tional powers have been delegated — 
to governmental units, it seems 
necessary to devise facilities for ef- 
fecting cooperation among these 
different governments. 
“Coordination of program-mak- 
ing ... is required because the 
division of powers between Fed- 
eral, State and local governments 
under the Constitution of the 
United States, of the States, and 
the laws of both, prevents any one 
unit from dealing comprehensively 
with many problems; because the © 
allotment of duties and responsi- 
bilities among national depart-— 
ments, among State departments, 
and among departments in local — 
governments requires coordinated 
action among them for dealing ade- 
quately with many problems; be- — 
cause basic geographic factors not 
coterminous with either the whole — 
Nation or of any single States or 
groups of States are reflected in 
problems which can be dealt with : 
only through interstate and na- 
tional-interstate powers; because ; 


~ 


the formulation of a national pol- 
icy for any given single factor— — 
wheat, steel, transportation—is cer- _ 
tain to have important implications 
for the whole economy of any local 
area within the Nation, of which — 
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account should be taken before a 
‘program is adopted in order to 
‘make proper provisions to prevent 
maladjustments and to establish 
compensatory arrangements.” (p. 
183.) 
Repeatedly the report points out 
: that “a Federal system of govern- 
ment necessarily is complex; if one 
desires a Federal system of dis- 
tributed powers.” And the com- 
“mittee seems to believe that the 
‘present price is high. “With few 
exceptions, the present effort is to 
integrate Federal programs in 
Washington and to take them back 
‘to the individual States for recon- 
-ciliation with State programs. .. . 
The present arrangement, however, 
does not seem to meet the re- 
quirements. In fact, it seems to 
facilitate confusion and waste 
‘rather than coordination. It fails 
| to identify coordinate planning and 
“development with the areas for 
‘which planned development is 
needed. ... It leaves organiza- 
tional arrangements in a relatively 
“unmanageable form. . . . All told, 
the present procedures cannot be 
‘said to confirm or to re-establish 
confidence in the competence of 
government to deal with the great 
“regional development problems 
which are emerging more and more 
clearly in the public consciousness.” 
(pp. 189-190.) 
_ Now, therefore, asks the tech- 
‘nical committee, can the develop- 
ment efforts of the several levels 


of government be effectively inte- 


grated on an interstate regional 
grat ? 
_ basis? 


In seeking an answer to this- 


question, the committee examines 
and studies not only problems 
which are by function inter-govern- 
mental in character, but also the 
procedures and administration ar- 
rangements which have already 
come into existence, including the 
commissions and committees on in- 
terstate cooperation, the interstate 
compact, interstate metropolitan 
planning, The New England and 
Pacific Northwest Regional Com- 
missions, the Tennessee Valley Au- 
thority, and the types of sub- 
national areas used by Federal bu- 
reaus for decentralization of their 
activities. 

The technical committee has 
little difficulty in discovering “a 
need for decentralizing one stage 
in the planning of national develop- 
ment to a sub-national point at 
which a total review of the prob- 
lems of any given area by all the 
agencies of government conterned 
will be encouraged so that the work 
of all will be made more effective.” 
However, finding a solution or an 
answer proves difficult. 

Since the committee assumes 
that solution of the problem would 
be greatly facilitated if the Nation 
could be sub-divided into definitely 
bounded, universally accepted re- 
gions, the major portion of the re- 
port is devoted to this search. But 
regions seem to have certain elusive 
characteristics. An area designated 
on the basis of some one functional 
problem, or on the basis of several 
correlated criteria, and isolated 
from other problems, simply re- 
fuses to take shape. Planning for 
any one problem seems to involve 
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relationships which transcend the 
area. Once one attempts to ma- 
nipulate one factor, other factors 
are brought into play, and so other 
regions. Thus, planning for water 
seems to involve land use, and land 
use involves agricultural products, 
and products involve commerce 
and markets and relative price- 
levels. A far-reaching condition 
of mutual dependency seems to gov- 
ern planning, and regions seem to 
vary in size and shape according to 
the particular problems under con- 
sideration and the particular objec- 
tives established. 

Although the study emphasizes 
the significance of regional factors, 
proposals for delineating regions 
“do not generally represent the 
kind of reconciliation of develop- 
ment problem, governmental juris- 
diction and interstate area which is 
necessarily involved in the deriva- 
tion of regions for planning and 
development.” (p. 188.) The 
technical committee therefore con- 
cludes: ‘we are impelled to defer 
the question of determining a single 
set of definitely bounded, composite 
regions.” 

However, this conclusion does 
not preclude the injection of a 
planning organization between the 
cities and States, on the one hand, 
and the National Government, on 
the other. The organization of 
field staffs “seems to be worth a 
trial. Such regional planning of- 
fices should constitute a more real- 
istic and at the same time a more 
convenient point of liaison between 
the Federal and State planning 
staff work. . . . It sets an impor- 


tant phase of coordinate planning ; 
in an apparently reasonable rela-- 
tionship to an areal distribution of ° 
the development problems and en- - 
terprise and on a convenient work- - 
ing basis with the State and Fed-- 
eral Governments, while at the: 
same time removing it from the: 
bureaucratic frustrations at Wash- - 
ington and the sometimes provin- - 
cial attitudes of the State capitols.” ’ 
(p. 491.) | 

The technical committee seems; 
to be rather vague as to how this; 
staff shall be organized, where it: 
shall be located and what functions ; 
it shall perform. “It is conceived | 
that at a number of centers: 
throughout the country, as the need | 
arises and as the necessary arrange-- 
ments can be effectively made, re-- 
gional planning offices may be: 
established and recognized, and. 
that through the use of these cen-| 
ters (in which State and Federal 
staff people may collaborate) a 
flexible but systematic procedure 
for coordinate planning may be in- 
stituted.” (p. 192.) , 

For a staff, “a regional planning 
consultant or a regional planner on 
salary, corresponding on the re- 
gional level to the present State 
planning consultants, would be a 
nucleus of the staff, responsible pri- 
marily to the director and the 
board, and available on call for 
special reports to Washington or 
to the State capitols.” (p. 193.) 
In addition to the Board, which 
would be largely composed of State 
Planning Board and Federal repre- 
sentatives, advisory technical and 
citizen committees would probably 
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form a part of the regional organi- 
Zation. 

The area of responsibility would 
be indefinite. “The boundaries of 
the area should be flexible rather 
than fixed, and the States with 
which cooperation must be sought 
will vary somewhat with the par- 
ticular problem under discussion. 
... The problem areas of con- 
tiguous regions may be expected to 
interlace and overlap with frequent 
opportunities for cooperation or 
joint planning.” (p. VII and IX.) 
Thus many States would require 
representation in more than one 
regional planning center. 

What functions would the re- 
igional staff perform? “The staff 
‘set up at a regional planning center 
would undertake, by collaboration 
between State and Federal repre- 
isentatives in the organization, to 
assist the States and Federal Gov- 
ernments in the formulation of 
sound policies and programs on 
regional development matters. Re- 
Yviews, reports, and recommenda- 
tions would flow from the staff, 
through a central figure or board, 
to the capitols and to the field agen- 
cies. . . . They could discover con- 
flicts, contradictions, and unwise 
priorities, and facilitate their recon- 
ciliation. They could study the 
regional territory and derive an 
overall view of its problems and 
potentialities and use this material 
as a part of the background for 
planning. They could fill in gaps 
which inevitably occur in _piece- 
meal, uncoordinated programming. 
They could tap and reflect the im- 


portant non-technical attitudes, the. 


‘climate of opinion,’ in the regional 
territory, and adjust the plans ac- 
cordingly. They could examine 
the policies and trends in non- 
governmental enterprise and aid in 
effecting adjustments between 
them and the work of governments. 
hits hee ee 

However, having led the read- 
ers thus far, the technical commit- 
tee becomes less sure of its path. 
“The whole process of assigning 
functions and areas is wrapped up 
with the determination of the cen- 
ters themselves.” (p. 195.) It now 
continues with reluctance. “In the 
light of these considerations,” states 
the committees after citing the 
necessity for further study, “the 
technical committee has hesitated 
to make at this time a final selection 
of centers for regional planning. 
At the urgent request of the ad- 
visory committees— (of the Na- 
tional Resources Committee) how- 
ever, the technical committee has 
set forth its views. . . . “Where- 
upon the committee lists certain 
cities as illustrative only.* 

If this report perplexes the 
reader, critical analysis should seek 
to discover the reasons. When any 
report is the product of a staff, 
conflicts and omissions may fre- 
quently arise if all chapters and 
sections are not integrated. 

In the first place, it seems that 
the subject has been treated with- 
out any fundamental definition of 


*TIt seems unfortunate that the ad- 
visory committee urgently requested a 
statement. At the time of release of this 
report. as readers will remember, the 
newspapers almost exclusively confined 
their stories to ‘‘The twelve little capi- 


~tols”, a relatively minor consideration, 
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planning. Although what consti- 
tutes planning is a controversial 
subject, any discussion concerning 
planning which does not have a 
stated concept to follow is likely 
to be inconclusive. In the main, 
however, the concept followed 
throughout the body of this report 
is exclusively that of physical plan- 
ning. Throughout the report, at- 
tention is centered chiefly on natu- 
ral resources and the physical en- 
vironment. “Thus we may say 
that the natural resources or physi- 
cal environment problems are di- 
rectly related to regions.” (p. 5.) 
Here on the physical plane are 
placed the objectives and the em- 
phasis. 

This does not imply that the 
social, legal and economic institu- 
tions are completely ignored. On 
several occasions the technical com- 
mittee takes pains to point out the 
limitations of physical planning. 

“We should guard against too 
narrow a view of the possibilities 
of natural resources development, 
attractive as they are. ‘The eco- 
nomic crisis in the United States 
was not caused by erosion, serious 
as those inroads are in our soil 
assets; nor is unemployment due 
chiefly to lack of adequate flood 
control, calamitous as the conse- 
quence of floods are in many in- 
stances. It is too much to suppose 
that the proper development of our 
drainage basins will of itself solve 
the problems of the perplexed body 
politic. The problems centering 
around land and water cannot be 
solved in these terms alone, but re- 
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quire for their practical and success- - 
ful treatment a full consideration | 
of the broader but closely related! 
aspects of agriculture, industry, , 
labor, transportation and commu- 
nication, health, education, public 
finance, and governmental organi- 
zation.” (p. 5.) 

The technical committee rather 
specifically states its position: “iE 
is not implied that this field of de- 
veloping physical resources consti- 
tutes the whole of regional or na-- 
tional planning nor even the pointt 
of beginning on national and re- 
gional planning. Merely it is a: 
field in which it is definitely be-- 
lieved that regional planning will! 
be immediately useful, and in which 
analysis of organization and pro- 
cedures can be made fairly well ati 
this time. It is not essential to 
determine now whether the re- 
gional planning program should 
deal directly with other basic gov- 
ernmental enterprises such as tariff 
adjustments, extension of industrial 
and agricultural production, health 
or governmental credit, control of 
industrial and agricultural produc- 
tion, health regulations, motor- 
truck regulations, crime detection. 
deposit insurance, mortgage insur- 
ance, unemployment and old-age 
reserves, and a host of other enter 
prises in the widening realm of gov 
ernmental responsibility. Always 
physical environments must b 
planned in the light of these othe 
policies and programs, and alway 
the impact of one upon the othe 
must be appraised. But, for th 
time being, we are concerned wit 
regional planning for the ‘develor 


s 


‘ 
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ment enterprises’ of Federal-inter- 
State character.” (p. 186.) 

The essence of the conceptual 
difficulty is perhaps contained in 
this quotation. There is a con- 
siderable difference in meaning be- 
tween “regional factors in plan- 
ning” and “regional planning.” It 
is highly desirable and necessary to 
analyze and treat those physical 
developments of regional character- 
istics as factors in planning, but 
their treatment alone, ‘‘for the time 
being” or any other time, does not 
constitute regional planning. Eco- 
logical balance is not only unten- 
able but probably unattainable un- 
less it is accompanied by economic 
balance. This lopsidedness of 
American planning, which insists 
on confusing factors with totality, 
is but an attempt to build the static 
engineering framework of what is 
properly a dynamic institutional 
structure. 

_ This lack of integration and 
consistency of viewpoint and per- 
- spective is clearly evident in the dis- 
cussion of regions and regionalism. 
There is an ebb and flow between 
concreteness and abstractness. For 
examples of inconsistency: “At 
the outset, it may be pointed out 
that regionalism is a clustering of 
environmental, economic, social 
and governmental factors to such 
an extent that a distinct conscious- 
ness of separate identity within the 
whole, a need for autonomous plan- 
ning, a manifestation of cultural 
peculiarities, and a desire for ad- 
ministrative freedom are theoreti- 


into effect.” (p. 138.) 


cally reorganized and actually put 
_ National 


“One may state with some cer- 
tainty, therefore, that regions are 
genuine entities, each of which ex- 
presses both natural and cultural 
differentiation from its neighbors. 
As such, they are definite and rec- 
ognizable sub-national units within 
the national whole.” (p. 154.) 

“It seems to be agreed that re- 
gional boundaries are usually in- 
definite, being zones rather than 
lines. In the majority of instances, 
therefore, any boundaries which 
may be drawn will be necessarily 
arbitrary.” (p. 145.) 

“All this review of regionalism 
has re-emphasized the deep signifi- 
cance and importance of the re- 
gional factors in national planning 
and development. But it has not 
produced a set of composite, defi- 
nitely rounded regions to be offered 
here as an entirely satisfactory areal 
division of the country for coordi- 
nate planning and development.” 
(p. 188.) 

Perhaps the reader may be par- 
doned if he feels a playful element 
of “hide and seek.” 

Other perplexities arise as one 
compares the findings of the tech- 
nical committee with the recom- 
mendations made by the National 
Resources Committee “‘on the basis 
of the reports of our technical com- 
mittee and our analysis of their 
data.” Four examples of incon- 
sistency are worthy of enumera- 
tion: 

1. As has been indicated above, 
the technical committee had some 
difficulties in giving form and sub- 
stance to regional planning, but the 
Resources Committee 


—————__ ee 
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does not hesitate: “We recommend 
the establishment from time to time 
as needed, of regional planning 
commissions of the general type of 
those recently set up in the Pacific 
Northwest and in New England, 
as advisory bodies for planning 
purposes in their respective areas.” 
(p. X.) 

2. The National Resources 
Committee recommends “the en- 
couragement of interstate compacts 
as a means of solving regional prob- 
lems wherever this procedure is 
found to be feasible.” (p. X.) 

The technical committee’s find- 
ings do not seem to encourage this 
arrangement: “Not only does the 
compact result in circumscribed, 
straight-jacketed administration, 
but the problem of compliance is 
also a serious drawback.” (p. 41.) 

“When the problem is a continu- 
ing and complex one, the compact 
method is not only ill-adapted to 
the planning function but it leaves 
much to be desired from the stand- 
point of effective administration.” 
(p. 41.) “The interstate compact 
is obviously not a device that can 
be employed as a relatively simple 
solution to the problem of recon- 
ciling areal extent of problems with 
adequate supervision. Its friends 
probably claim too much for it, and 
one may even suspect that it may 
be urged on occasion by some people 
who are attempting to avoid any 
public action at all.” (p. 48.) 

“A final consideration needs to 
be mentioned, namely, the tendency 
of compacts, in some cases, to en- 
courage particularism, selfishness, 
and jealousy on the part of indi- 
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vidual States, rather than the broad 
regional cooperation which is to be: 
desired.” (p. 52.) 

3. The National 
Committee states: ‘In view of the 
demonstrated usefulness of State 
planning boards, both to the locali-: 
ties and to the Nation, we recom- 
mend the continuing support off 
these agencies.” (p. X.) 

The technical committee believe 
that the State planning boards serve 
a useful purpose and have positive: 
values, but it makes some acute: 
observations relative to the inade~ 
quacy of planning on a State basisi 
only—observations which deserve 
the careful consideration of the 
student of planning. 

“Considerable evidence, how’ 
ever, has emerged so far from the 
work of the various organization: 
participating, to suggest that State 
planning as it is now constitutec 
is not adequate to meet all th: 
problems of planning on a sub 
national scale.”’ (p. 23.) ; 

“The limitations placed upoi 
the States by the provisions of th 
Constitution of the United State 
and the interpretations of them i 
decisions of the Supreme Cour 

(notably under the fourteent 
amendment) and the restriction 
placed upon their own government 
and municipalities by their Stat 
constitutions are only a part ¢ 
their restrictions in their develo; 
ment programs. ‘The analysis « 
the State planning reports prepare 
during the past two years revea 
other restrictions created by n 
ture, in that the areal extent 
single factors may prevent the 
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from exercising any effective con- 
trol over that portion of the prob- 
lem actually within their political 
and constitutional jurisdiction. 
Again, they may be prevented from 
action by the fear that differential 
disadvantage such as increased costs 
‘of production in comparison to 
‘other States, will result.” (p. X.) 

“State planning would seem, 
pon first inspection, to offer an 
ntirely satisfactory method of 
dealing with most problems. And 
this would indeed prove to be the 
case if the States were approxi- 
mately natural or economic units. 
An analysis of the geography of the 

ndividual States reveals that they 
eldom possess any significant unity 
of either natural or economic char- 
‘acteristics, and hence their juris- 


diction does not coincide with prob- 


“The outcome of these circum- 
nces of State origin is that no 
‘State is actually a unit socially, 
onomically, or physically. In 
ost instances, it is not even a 
it in political sentiment. What- 
ever unity the States possess resides 
ely in their constitution and 
ey have, therefore, regionality 
ly by designation.” (p. 19.) 

4. The National Resources 
ommittee believes “Federal au- 
orities of a regional-functional 
ture of the general type of the 


national problems.” (j 
The technical committee states: 
In the majority of instances dur- 


ing the last two years, water re-. 


source development in some form 
or another has provided the urge 
for large scale programming. This 
is reflected in nearly a score of bills 
or proposed bills seeking to create 
river-basin authorities by congres- 
sional action. At first thought, 
an area covering an entire river- 
basin might appear to be a logical 
and desirable region for planning 
and planned development. ‘This 
certainly appears to have been the 
thought behind the creation of the 
Tennessee Valley Authority. Up- 
on closer inspection, however, this 
proves not to be entirely true. For 
navigation improvement, hydro- 
graphic survey, erosion control, 
and power installation, the river- 
basin is entirely satisfactory, but 
after these have been accomplished, 
there remain to be dealt with many 
deep-seated, long-time problems 
which are not related to any par- 
ticular flow of water. Already this 
fact has begun to emerge from the 
experience of the Tennessee Valley 
Authority. Its power-distribution 
program must eventually overflow 
the basin completely; indeed, its 
first sale of electric power was 
made outside the Tennessee Valley. 
Moreover, land-use, industrial and 
social problems are not peculiar to 
the Valley, but are fragments of a 
larger Appalachian pattern, and so 
on for many functions which could 
be enumerated. The conclusion 
which one is compelled to draw is 
that when all factors are consid- 
ered, river-basins as regions are, in 
many instances, but little better 
than States for purposes of plan- 
ning and development.” (p. 21.) 
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In its larger aspects, this entire 
study is basically on the problem 
of organizing for planning. If 
paradoxes and perplexities have 
arisen, it may be that their source 
is to be found in the structure and 
mechanics of government with 
which the technical committee was 
forced to deal. The committee re- 
peatedly warns that a Federal sys- 
tem of government is necessarily 
complex and carries its price. 
When form and structure fail to 
follow the development of func- 
tion, this price may become ex- 
cessive. ‘One does not, presuma- 
bly,” the committee reminds us, 
“establish governments in order 
that they may be either simple or 
complex; one establishes them to 
help him solve his problems.” (p. 
197.) 

Organization for planning is a 
technical problem in the mechanics 
of government. If planning be 
functionally considered as the set- 
ting of an objective, investigating 
the means of attaining it, and de- 
signing a program for attainment, 
it must be concerned with sub- 
dividing and allocating to individ- 
uals all the various activities, duties 
and responsibilities essential to the 
complete attainment of the objec- 
tive. Also, it must be concerned 
with the coordination of these ac- 
tivities so as to attain the objective 
in the most effective manner. 

Coordination—which is a basic 
attribute of organization—must be 
effected in two directions: (a) hori- 
zontally, according to specialized 
functions and activities; and (b) 
vertically, according to different 
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levels or planes of authority and| 
responsibility. Specialization with- - 
out some line of authority only’ 
complicates the procedure of co-- 
ordination. On the other hand, if? 
authority is divided and extended| 
downward on specialized lines, de- - 
cisions which demand coordination i 
multiply. If all such decisions have 
to be referred to one central execu- 
tive for coordination there is a 
tendency for their number to ex-: 
ceed the executives “‘span of con- 
trol,” i. e. the number of separate: 
factors which the human mind can 
grasp simultaneously. 

To meet these problems of spe- 
cialization and multiplicity, on the 
one hand, and of coordination, oni 
the other, there must be established 
subordinate coordinating points., 
The liaison staffs at these ‘‘centers,”’ 
as the committee terms them, would 
seek and provide data, and make 
arrangements between the execu-- 
tors and the directive national plan-- 
ning agency. | 

The committee is aware that anyy 
decentralization must be accom-: 
panied by effective coordinatedk 
planning at the national level. It 
is to be regretted, therefore, that 
the committee did not go farther 
in its excellent and illuminating: 
criticism of regionalization as it 
has empirically evolved in Federa 
administration and bureau activi 
ties. 

If there is to be effective decen 
tralization, the staffs must be di 
rectly responsible to a directive na 
tional planning agency. A plan} 
ning staff, as the committee states. 
should not have administrative re 
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‘sponsibilities for execution, but it 
‘must rest on the same plane as the 
‘executive authority. Ineffective 
planning only can result when the 
planning agency is on any plane 
below that of executive authority. 
To the capacity of design there 
“must be related the coordinate 
power of putting programs into 
execution. 

~ But under a Federal system, sov- 
-ereignty remains divided. Neither 
the Federal nor the State govern- 
“ments can effectively deal with 
many of the most serious physical 
and institutional problems con- 
_ fronting them. Either the areal 


extent of the problems are beyond 
their borders or the functions of 
government necessary for their so- 
lution are beyond their constitu- 
tional grants of authority. From 
the economic viewpoint, one can- 
not compromise a national economy 
with a Federal system. As long 
as there is free movement of people, 
goods and money throughout the 
Nation, autonomous planning can 
only be national planning. A Fed- 
eral system is solely political; not 
only is it economically dead, but 
it was never born. The planner 
who will face the problem squarely 
will recognize that the past is more 
of a handicap than a heritage. 


Miscellany 


The next issue of Plan Age will 
be June-July issue. It will be pub- 
lished early in July. 

Dad\ A 

A. F. Hinrichs, Acting Chair- 
man and M. H. Hedges, Secretary, 
are accompanying the American 
delegates to the International La- 
bour Conference in Geneva, Swit- 
zerland as technical advisors. 

ACAGA 

National Bureau of Economic 
Research issues a publication en- 
titled “Income Originating in Nine 
Basic Industries, 1919-1934,” by 
Simon Kuznets. 

IS YS AS 

Reports from Field Representa- 
tive George B. Galloway indicate 
that there are considerable groups 
on the Pacific Coast interested in 
economic planning. These are cen- 
tered chiefly in planning officials 
and in university faculties. 

Nae EX 

Dr. Galloway states—‘“There 
are enough people in this San 
Francisco Bay Section who are in- 
terested in planning to justify an 
attempt to organize a chapter of 
ESPA out here.” 

(aN Ss /AM 

Dr. Galloway goes on to say— 
“Another unique economic and so- 
cial problem out here and a chal- 
lenge to planning, which is just 
beginning to be attached in a pub- 
lic way, is the migratory labor 
problem. The trek of drought and 
depression refugees to California 


and the trek of fruit tramps within: 
the state and the failure of the 
growers to provide decent housing; 
for a migrant population of 200,- 
000 has created a major problem., 
Squatters camps are a menace to 
public and social health and to: 
good labor relations in agriculture.. 
They are a fertile source of dis- 
content, breeders of grievances and 
feeders of unrest. Last year the 
Resettlement Administration builts 
two model public camps and plans: 
to erect twenty more, if public: 
opinion permits.” 
aN (A (BN 

Dr. Galloway further states— 
“Several years ago the state legis-: 
lature passed an act authorizing; 
the creation of county planning; 
commissions. Most of the Cali- 
fornia counties now have such com-: 
missions, some of which are more: 
active than others. They are con- 
cerned with zoning, highways, 
transportation, recreation, water 
supply, etc., and ultimately are sup- 
posed to prepare master plans. 
‘These commissions have engineers 
and consultants (who are members 
of the American Society of Plan- 
ning Officials) .” . 

JAN Ebi. (AS 

A pamphlet issued by the Inter- 
national Labour Office entitled 
“The Present Phase of Economic 
and Social Development in_ the 
U.S. S. R.” by Lewis L. Lorwir 
and A. Abramson has attracte¢ 
considerable attention in the Unitec 
States and other countries. 


Editorial Foreword 


The papers that follow fall into 


two groups, the first four describ- 
ing planning activities in the Pa- 
cific Northwest, the remaining four 
dealing with programs of a plan- 
ning nature in California. The 
former proudly record substantial 
initial achievement on a regional 
and even an international scale; 
the latter describe sporadic efforts. 
In the Pacific Northwest consider- 
able active cooperation in planning 
has been elicited not only from 
planning boards but from legisla- 
tive bodies and even from the gen- 
eral public. In California even the 
State Planning Board is a rela- 
tively inactive, fais neant group of 
Republican appointees. 

~ On the other hand, in California 
conspicuous success in planning has 


been achieved by private organiza- 
tions in maximizing profits, such 
as, for example, the oil producers, 
the moving picture producers, the 
orange growers, the peach growers, 
the raisin growers, the walnut 
growers, etc. Planning in the pub- 
lic interest has largely been on 
paper. Best known, of course, but 
least important are such visionary 
schemes as the Townsend plan, the 
Epic plan of Mr. Upton Sinclair, 
the Utopian plan, etc. Less spec- 
tacular but really significant is the 
excellent research spadework that 
is now being done and the modi- 
cum of social planning in action 
that is found in certain special 
problems such as that of land use 
adjustment or that of providing 
for the housing of migratory agri- 
cultural labor. 


The Pacific Northwest Regional Planning 
Commission 


By 


P. HETHERTON 


HE formation of the Pa- 
cific Northwest Regional 
Planning Commission 
was a logical yet a cou- 

rageous step in the development of 

this region, logical in that it was 
evident that problems were not 
confined within state boundaries ; 
courageous, because in recognizing 
this condition, steps were immedi- 
ately taken, and from within the 
four Northwest states, to set up an 
organization to face these problems 
and to attempt to solve them. From 
its inception the position has been 
held that the people should con- 
tinue to shoulder their responsibil- 
ities rather than wait for outside 
assistance, or expect it. With the 
creation of the Tennessee Valley 

Authority there has naturally been 
discussion of a similar body for the 
Columbia River Valley, but, very 
definitely, public opinion has been 
opposed to having such an entity 
superimposed upon this section. It 
was felt that the inherent initiative 
of the northwesterners did not re- 
quire such an outside aid. It is 
true that the Regional Planning 
Commission has recommended the 
organization of a public corpora- 
tion to operate the large hydro- 
electric power plants now being 


constructed within its boundarie 
by the Corps of Engineers and thes 
Bureau of Reclamation, to trans-- 
mit the power, and to promote itsé 
sale through businesslike methods: 
including research, but its functions 
would be Sonnited to this one nat- 
ural resource. As part of the: 
recommendation, there is proposed! 
a close tie between the new corpo- 
ration and the planning bodies. — 
Organization: With the organ- 
ization of the National Planning: 
Board now known as the National 
Resources Committee, the Nationi 
was divided into eleven regions, 
the last numbered being the Pacific 
Northwest, but composed only of 
Oregon, Wrachine tan and Idaho. 
(As at present set up, Montana 
is included.) A Chairman, Mar- 
shall N. Dana of Portland, was 
appointed, who also then held the 
position of Regional Adviser, Fed- 
eral Emergency Administration of 
Public Works. Coincident with 
these efforts, steps were being taken 
to organize state planning council: 
and while at first only one state 
had a legally constituted body, al 
four states now are similarly pro 
vided. The chairman of each o: 
these bodies together with the 
chairman of the eleventh distric 
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of the National Resources Com- 
mittee constitute the Pacific North- 
west Regional Planning Commis- 
sion. A limited paid staff is pro- 
vided at regional headquarters in 
Portland, Oregon. Its work is 
carried on through volunteer ad- 
visory committees, under the main 
headings of land resources, water 
resources, mineral resources, trans- 
portation, education, legislation, 
county and city planning, industry 
and commerce, government and 
finance. As need be, subcommit- 
tees are appointed as, for instance, 
under land resources, where the 
main committee has been broken 
down into: (1) land classification, 
(2) agriculture, (3) forestry and 
range, and (4) recreation. Mem- 
bers of these committees are taken 
Jargely from the corresponding 
committees of the state organiza- 
tions. Meetings of the Commis- 
sion are held on call and in various 
parts of the region. 

_ The Region: From the physical 
‘yiewpoint, the defining of the 
boundaries of the region is not a 


difficult one. The Columbia River 


drains the larger portion of it, by 
eason of which the states of 
‘Oregon, Washington, Idaho and, 
at least, that portion of Montana 
lying west of the Rockies, should be 
jncluded. However, the Mon- 
tanans requested that their entire 
‘state be made a part because of 
imilarity of viewpoint, of racial 
characteristics and of close trade 
ties. Natural resources including 
forests, minerals and agriculture 


ogether with industries dependent 


on them are common throughout 
the territory. So that, as now 
formed, the region includes the 
four Northwest states. Another 
very good reason for adopting state 
lines as boundaries of the region is 
the practical one of putting recom- 
mendations into effect which usu- 
ally requires state legislative action. 
From the point of view of drain- 
age basins, it should also contain 
certain sections of Nevada, Wyom- 
ing and Utah, and, very definitely, 
a considerable area of British Co- 
lumbia. However, no portions of 
the three states mentioned come 
within the boundaries because the 
areas and problems are insignificant 
compared to those in these states 
as a whole. To obtain British Co- 
lumbia’s participation, close touch 
is kept with the people and officials 
both Provincial and Dominion, in 
order that they may be aware of 
the approach to the problems. 
Relative Position of Northwest 
to Nation: While it has only 2.8% 
of the population of the United 
States, or roughly 3,509,000, the 
region contains over 13% of the 
land area within which is nearly 
5% of the harvested lands of the 
country and over 10% of its graz- 
ing lands. Sixteen per cent of the 
forested lands of the Nation is 
within its boundaries but these 
contain over one-half of the total 
remaining timber stands, from 
which is produced about one-third 
of the Nation’s lumber cut. From 
the region comes over one-fifth of 
the Nation’s wheat, one-third of its 
commercial pear and apple crop, 
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nearly one-fourth of its sheep and 
wool and altogether over 5% of 
the Nation’s values in agricultural 
products. In metals it accounts 
for one-sixth of the Nation’s copper, 
one-fourth of its lead and one- 
fourth of its silver. Its waters pro- 
vide over 10% of the annual value 
of the Nation’s fishing industry 
and its streams are capable of gen- 
erating over 42% of the Nation’s 
potential hydroelectric power. 
With all of these resources the re- 
gion is still principally a producer 
of raw or semi-manufactured 
materials. It is deficient in 
remanufacturing. 

The Work of the Regional 
Commission: ‘Through its annual 
conferences, the Regional Commis- 
sion has done much to keep the 
planning movement actively before 
the people of the Northwest. The 
first conference was held in Portland 
in March of 1934; the second in 
Seattle in December, 1934, and the 
third in Spokane in February, 
1936. These conferences have 
brought together business men, 
educators, scientists, city, county, 
state and federal officials to con- 
sider regional problems, to discuss 
progress and to outline further 
steps for their solution. Citizens 
and officials from British Columbia 
and the Dominion of Canada have 
been most welcome guests and 
have participated actively in the 
discussions. 

Since its inception, the Commis- 
sion has been gathering basic in- 
formation on the region as a neces- 
sary preliminary to logical plan- 
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ning. Progress reports have been 
submitted to the National Re 
sources Committee. In July o 
1935 it received a request frot 
Hon. Harold L. Ickes, Chair 
man of the National Resource: 
Committee and Secretary of the 
Interior, which, in part, read a: 
follows: 

“The National Resources Com; 
mittee has been requested by tha 
President to submit a report on tha 
future of the Columbia Basin 
which he is hoping will be helpfu: 
in determining the type of organi‘ 
zation which should be set up fop 
the planning, construction, and op 
eration of certain public works in 
that area. 

“The Committee desires the as: 
sistance of the Pacific Northwest 
Regional Planning Commissior 
for this work and requests your 
cooperation in securing a report 
for action by the advisory commit- 
tee in Washington not later tha 
November 1, 1935.” ] 

The staff of the Commission was 
agumented by specialists in various 
fields and within-the time set forth 
a report was submitted covering 
the entire region and making defi- 
nite recommendations. The prin. 
cipal portions of this report and the 
recommendations have been pub- 
lished under the title “Regional 
Planning—Part I—Pacific North 
west—National Resources Com 
mittee, May, 1936,” and copie: 
may be obtained from the Super: 
intendent of Documents, Washing 
ton, D. C. In brief, it recom 
mended that a new operating body 


: 
Py 


i 


PACIFIC NORTHWEST PLANNING COMMISSION 5 


n the form of a Federal corpora- 
jon should be created and assigned 
il Federal power operations, and 
that planning should be continued 
along organizational lines now 
established, with provisions for 
more permanent legal bases and for 
effective coordination of Federal 
agencies with state and local gov- 
ernment. Based on this report and 
recommendations, the National 
Resources Committee made fur- 
ther recommendations including: 
(1) continuous regional planning, 
(2) conservation and development 
of regional resources, (3) organi- 
zation of a proposed power agency, 
(a) outlined its authority, (b) 
suggested a power policy and (4) 
concurrence in the recommenda- 
tion of the Regional Commission 
that plans be developed looking to 
the construction of a Grid System 
of connected transmission lines ty- 
ing in existing power plants, those 
uunder construction and those yet 
to be built. 

- The Commission is completing 
a survey and report of the recrea- 
tional facilities of the Columbia 
Gorge, in which the Bonneville 


Dam and Locks are being con- 
structed for the purposes of im- 
proving navigation and generat- 
ing power. Of remarkable beauty 
and grandeur, this canyon begin- 
ning about thirty miles east of 
Portland, Oregon, extends east- 
wardly for 70 miles. With the ad- 
vent of power development there 
is naturally a danger of spoiling the 
scenery. The purpose of the re- 
port is to present the facts to the 
people of this region so that indus- 
try and recreation may have their 
proper places. 

Progress: The ideal, of course, 
is to have the region consider its 
problems as a region. But. the 
self interests of states and of sec- 
tions of these states have been built 
up since early days. It is believed, 
however, that by presenting well 
digested facts and by discussing 
these facts with the people of the 
four states, some of these local 
prejudices will gradually dissolve 
so that ultimately the over-all 
problems will be considered and 
solved from the Regional view- 
point to the benefit, not only of the 
states within the region, but to the 
region itself and to the Nation. 


Social and Economic Planning in British Columbi 
By 


W. A. CARROTHERS 


Jo appreciate the problem 
a4) of economic and social 
planning in British Co- 
lumbia it must be kept in 
mind that in Canada there has not 
been any attempt to develop a mas- 
ter plan for the Dominion as a 
whole to which local plans would 
have to be related. Nor has an 
attempt been made to develop such 
a plan for the Province. The work 
done has been rather in the nature 
of investigation and research into 
the resources and economic prob- 
lems of the Province with a view 
to providing the Government with 
the factual material which would 
assist it in the determination of 
policy. 

The economic disturbances of 
the past few years have led to a 
wide examination of the economic 
basis of communities. Govern- 
ments have found it necessary in 
their administration of public af- 
fairs to give greater attention to 
economic factors. One result of 
this has been the establishment in 
many countries of economic boards 
of various kinds, which have as 
their object in the main the pro- 
viding of governments with in- 
formation regarding the economic 
problems with which they are con- 
fronted. Such a board was estab- 
lished by statute in the Province 


of British Columbia at the sessionr 
of the Legislature in 1934. Thi 
title of the Act setting up thi 
board is significant. It is “An Acti 
to Provide for the Investigations 
of Matters of Economic Import-- 
ance and for the Creation of ann 
Economic Council.” ‘The object inr 
view was two-fold: (1) to have as 
group of responsible and _ public-- 
spirited citizens familiar with the: 
affairs of the Province who would| 
assist the Government by advising; 
it with regard to the economic: 
problems facing the Province, and! 
(2) to provide for a staff which| 
should carry out research and in-: 
vestigations which would not be: 
possible for the members of the' 
Council, who were men engaged 
in bac of various kinds and 
with a limited amount of time at 
their disposal. . 

The Economic Council for the 
Province of British Columbia was 
set up purely as an advisory body. 
It has no administrative or legis- 
lative function. The broad objec- 
tives of the Council were con- 
sidered to be: g 

(a) Investigation with regard 
to the possibility of increasing a 
ployment in the Province, 

(b) with regard to the b 
utilization of the resources of the 
Province, and 
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(c) with regard to the stimu- 
lation of marketing of British Co- 
lumbia products in both domestic 
and foreign markets. 

It is a body created “to make 
investigation of the possibilities of 
economic and industrial develop- 
ment in the Province of British 
Columbia with a view to making 
recommendations as to market ex- 
tension, industrial expansion, in- 
crease of employment, and for any 
other purpose calculated to pro- 
mote the economic development of 
the Province.” 

In this work full use is made of 
information which is available on 
the files of the various Govern- 
ment departments, and in addition 
‘when necessary Government offi- 
cials assist in supplying information 
‘of a special character for the pur- 
pose of particular reports. 
| On its appointment the Council 
considered that an examination 
should be made of the immediate 
»economic situation in the Province 
with a view to advising the Gov- 
/ernment. In this connection vari- 
‘ous organizations throughout the 
Province, such as boards of trade, 
farmers’ institutes, associations in 
he lumbering and mining indus- 
try, in agriculture, in fishing, in 
the building and construction in- 
pestry, in retail trade, as well as 
yoluntary associations of citizens 
having for their object the increase 
of public welfare, were contacted. 
‘These organizations were re- 
‘quested to co-operate with the 


a 
my 


Council, and to make suggestions 
~ 


v 


vith regard to the best method of _. 


handling our problems and pro- 
moting development of the Pro- 
vince. In addition to this, pro- 
posals were received from a large 
number of private citizens. All 
of these proposals were investigated 
and reported to the Government. 

Investigation has been made also 
into our major industries in vari- 
ous respects, such as, for example, 
land settlement policy, the con- 
servation of forest resources, the 
fishing industry, the problems of 
the coal industry, etc. Attention 
has also been given to the question 
of unemployment, and a special 
study was made of the problems of 
the unemployed youth. Consider- 
able investigation has been made 
of the trade of the Province. In 
this connection the trade repre- 
sentatives of Canada in various 
parts of the world were communi- 
cated with, and the marketing con- 
ditions in each locality were inves- 
tigated. A survey of the actual 
imports and exports of the Province 
was made with a view to getting 
some indication of the points at 
which trade with other countries 
might be increased. 

Reports have been made from 
time to time to the Government 
on policies which are being adopted 
in other countries with regard to 
social welfare and social legislation. 
Particular attention has been given 
in this respect to the United States, 
Sweden, and Great Britain. 

A special study has been made 
of the effect of the national policy 
of Canada on the welfare of the 
Province, particularly in this mat- 
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ter of trade and tariff policy. 
British Columbia being, in the 
main, a primary producing area, 
it must find sale for its major 
products in foreign markets, 
while the national tariff policy 
makes it necessary for its peo- 
ple to purchase the major part 
of their manufactured goods on the 
domestic market. A study was 
made of the effect of this situation 
of the purchasing power of the 
people of British Columbia which 
indicated that dealing in two mar- 
kets and under two sets of market- 
ing conditions is a disadvantage to 
the Province. 

Detailed study has been made 
of the effect of tariffs on the vari- 
ous industries. Problems of trans- 
portation are also important to 
British Columbia because of its 
geographical location, and in this 
connection a study was made of 
the freight rate structure in its 
economic bearing on the Province. 
A study. of Provincial park areas 
has just been completed with a 
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view to developing a definite parks 
policy. 

In the study of the industries of 
the Province attention has been 
given not merely to the situation 
existing at the present, but the de- 
velopment of these industries in 
the past. In this connection all 
available statistics with regard to: 
the industries and trade of the 
Province since 1871, at which 
time the Province entered the> 
Canadian Confederation, have been 
collected, the object being nott 
only to provide information with) 
regard to the development of our: 
industries but, if possible to throw? 
some light on present problems and| 
future development from the ex-- 
perience of the past. 

From this outline it will be seen: 
that investigation and _ research) 
have become the dominant feature! 
of the work of the Council, and 
direct advice on matters of policy 
has become less important. It is 
felt that more valuable and more 
permanent service can be rendered 
to the Government in this way. — 


eto 


The Beginnings 


of Planning in the State of 


Washington 


By 


B. H. KIZER 


SUSO GOVERNMENT can be 
wiser than its informa- 
tion. In a world that 
7 all has rapidly developed 
“scientific techniques for the solu- 
tion of industrial problems, democ- 
‘racies in particular need to create 
and apply the most effective and 
‘searching technique available for 
‘the discovery of those facts on 
which its decisions must rest. In 
order that the will of democracy 
may be more intelligently mani- 
_ fested and more adequately carried 
‘out, systematic research and im- 
partial fact finding are not only 
necessary but imperative, obviously 
they will yield results far superior 
to those obtained by reliance upon 
‘propaganda and information sup- 
plied by pressure groups. 

In February, 1934, the Planning 
Council of the State of Washing- 
' ton was accordingly created by the 
legislature and the governor to 
make orderly studies of the state’s 
natural resources and to ascertain 
| the best methods of using them, so 
as to avoid the exploitation and 
spoliation that has prevailed in the 
past. 

This task is much too large for 
the nine members of the Council 


and its small engineering staff. 


Therefore, the work has been or- 
ganized into divisions, such as agri- 
culture, fisheries, forestry, mining, 
etc. The ablest and best trained 
experts in each field have been 
sought to take charge of the studies 
in each division, the respective 
chairmen and technical advisers 
consisting of federal and state ad- 
ministrative, personal, academic 
experts, leaders in the professions, 
and business executives. Over 300 
citizens are giving freely, not only 
of their own judgment and ex- 
perience, but often no small part 
of the time of their own research 
departments in order to formulate 
policies which will protect and de- 
velop the physical and human re- 
sources that are of such great value 
both to private industry and to 
public welfare. 

The following is a brief outline 
of some of the accomplishments of 
certain of these divisions: 

In agriculture, the work of land 
classification has been most stressed. 
In this young state, we need to 
know as fully as possible what 
lands are fit for cultivation, which 
for forestry, for grazing, for wild 
life and game preserves, or for 
other uses. This has an intimate 
relation to our problems of relief, 
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of school maintenance, disposal of 
delinquent tax lands, development 
of our forestry program, and is 
basic to the approach of nearly 
every aspect of the conservation of 
natural resources. Soil erosion, 
marketing problems for fruit and 
vegetables, new processing meth- 
ods, etc., are also receiving detailed 
study. 

In the division of fisheries, our 
Council, after careful study, has 
reached the conclusion that our 
most valuable food fish, the sock- 
eye salmon, is threatened with early 
extinction, and that its preserva- 
tion as a source of permanent food 
supply can only be assured by the 
establishment of an International 
Commission through a treaty be- 
tween Canada and the United 
States, charged with the task of 
studying the best methods of 
propagating and preserving this 
valuable species. Hearings and 
negotiations are under way, and 
public sentiment is being aroused 
on the necessity of conserving this, 
one of the state’s most valuable 
food resources. A master plan for 
fisheries is emerging, designed to 
place this industry on a permanent 
basis instead of regarding it as a 
field for unlimited exploitation and 
total destruction. 

Forestry is the state’s lesa 
industry. It, too, is threatened 
with extinction. Under the lead- 
ership of the Washington Forestry 
Conference, which serves as our 
Forestry Division, a comprehensive 
plan is being worked out to place 


the state’s rich forest resource on. 
a self-sustaining, permanent yield | 
basis. Here, as elsewhere, our’ 
Planning Council is not content: 

merely to find the facts, but feels; 
that, as the state’s official research | 
agency, it must also challenge the: 

attention of our people to the need _ 

for making use of the results of re- - 
search and fact finding. ‘To that: 
end, we hold a large proportion of © 
our meetings in various parts of the : 
state, inviting the public to be pres- - 
ent and participate with us in the: 
work of learning of the accom-- 
plishments of our divisions and of | 
the Council. 

Flood control represents another | 
neglected opportunity of our people, 
absorbed in more immediate prob- 
lems. For a short time, our people 
were greatly aroused by the wide. 
spread damage done to lands and 
to property by the floods of 1933. 
But the lack of legislative machin- 
ery to carry into effect protection 
from floods so delayed action that 
finally flood control was in great 
danger of drifting into the limbo 
of forgotten menaces. A compre- 
hensive legislative program, pro- 
viding the means by which three- 
way support to flood control—from 
a local flood control district, from 
the state, and from the nation— 
might be furnished, was drafted by 
our Council, and the substance of 
the bills thus drafted was enacted 
by the last legislature. We have 
also surveyed the extent of the dam- 
age in certain areas, recommende 
the public works necessary to pro 
vide relief from flood menace i 
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others, and are continuing to plan 
for the control of flood waters. 
Power markets assume an un- 
usual importance in this state, due 
to the fact that the state of Wash- 
ington has over 20 per cent of the 
undeveloped hydroelectric power 
of the nation within its borders, 
far more than any other state. As 
a part of a larger program of 
navigation, stream control and irri- 
gation, the federal government is 
“now engaged in building two great 
dams across the Columbia River, 
one at Grand Coulee, the greatest 
dam ever built by man, located in 
the center of the state, and the 
other at Bonneville, on its southern 
border. These dams also create 
large surpluses of power at ex- 
ceptionally low cost that call im- 
-peratively for careful studies of 
how swiftly power markets may 
‘be marshalled for the absorption 
‘of these huge blocks of power. A 
series of these studies have been and 
are being made, that we believe 
will be of great value to the state 
and to the region. 
_ Two of our most useful di- 
"yisions, whose results have an in- 
timate bearing on our studies of 
_ power markets, are our divisions 
of Metals and of Coal and other 
industrial minerals. ‘The first is 
headed by the Dean of the School 
of Mines at the State College of 
Washington and the second by the 
Dean of the College of Mines at 
‘the University of Washington. 
- Both these divisions are deeply de- 
Byoted to research studies as to the 


_ processes and local uses to be made 
Be 


o 


of our mineral and metallic re- 
sources, in which our state is 
exceptionally rich, and the results 
of their studies contribute largely 
to the extended use of hydro- 
electric power. 

City and county planning was 
largely an unrecognized need of 
our state prior to the establishment 
of this Council. Our division of 
city and county planning, com- 
posed of municipal officials and 
their legal counsel as well as of 
private citizens especially inter- 
ested in such planning, formulated 
the legislative statute designed to 
give adequate legal status to such 
planning organizations which was 
passed by the last legislature. 
Twenty-four of the thirty-nine 
counties have already established 
such commissions in the ten months 
since the law was enacted, and these 
commissions are making surveys 
covering the tax delinquent lands 
of the counties, submarginal and 
cutover lands, forestry problems, 
district use zoning authorized by 
this law, and other planning 
problems peculiar to their own 
localities. 

The Cascade tunnel proposal, 
intended to create a great tunnel 
for our rail and motor transpor- 
tation under the Cascade moun- 
tains has been a subject of con- 
troversy and propaganda for many 
years, without much authentic in- 
formation concerning it. Our 
transportation division is making» 
an impartial study of the facts 
that, we believe, will enable our 
people to reach definite conclu- 
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sions concerning the need for such 
a tunnel. 

The Yakima Valley survey by 
our Council, now under way, is 
covering the largest and oldest 
irrigated area in the state. ‘This 
survey is nearing completion and 
will show what governmental aid 
has been given, how largely these 
sums have been repaid, what wealth 
and productiveness have been cre- 
ated by irrigation, and will deal 
comprehensively with the question 
as to how far western reclamation 
of arid lands has been a wise and 
fruitful policy for the nation, as 
illustrated by the results in a rep- 
resentative irrigated area. 

A number of other divisions, 


some of them such as the divisions 
on Public Health and Public Wel- 
fare not directly dealing with 
natural resources, are carrying on 
studies of a value not less than 
the studies already mentioned. I 
do not attempt to cover all the 
varied activities of our Planning 
Council, but merely to present 
brief illustrations of what we are 
seeking to do. 

What I have outlined is in- 
tended only to indicate that we 
are onthe march. We realize that, 
while much has been initiated, we 
are yet in the beginning stages of 
planning, and that it is the future 
that must test our beginnings. It 


is for the future we are seeking | 
to build. 


heen 


Planning In Oregon 


By 


V. B. STANBERY 


tion of the voluntary 
Oregon Planning Council at Eu- 
gene in March, 1934, headed by 
‘Dr. Philip A. Parsons, sociologist 
of the University of Oregon. En- 
couraged by Marshall N. Dana, 
district chairman of the National 
Resources Board, this planning 
council soon had a membership of 
three hundred public spirited citi- 
zens serving on eighteen technical 
committees. By the end of 1934, 
fifteen of these committees had sub- 
‘mitted preliminary reports which 
provided both a foundation and 
impetus for future studies. 
_ Immediately following his elec- 
‘tion in November, 1934, Governor 
Charles H. Martin appointed an 
unofficial state planning committee 
composed of nine members of the 
planning council. This planning 
‘committee, after an intensive study 
of the council’s work, submitted to 
‘the Governor in January, 1935, a 
report which recommended the en- 
actment of thirty-three legislative 
‘pills dealing with the conservation 
of land, forests, minerals and water 
resources. Twenty-six of these 
pills were passed by the legislature, 
‘among them an act creating an offi- 
cial Oregon State Planning board. 


On February 1, 1935, the Gov- 
ernor appointed as the state plan- 
ning board the nine members of the 
planning committee who had been 
chosen solely for their qualification 
in particular fields and for their 
broad concept of state planning. 
None are members of other state 
departments. The former volun- 
tary planning council was reorgan- 
ized and made a technical advisory 
council to the board. 

The state planning board is en- 
tirely an advisory agency without 
administrative powers. Its duties 
are to formulate comprehensive 
plans for the development of the 
natural resources of the state and 
to study and submit recommenda- 
tions upon any subject requested 
by the Governor or the Legislature. 
These functions do not usurp those 
of other state departments; instead, 
through its broader perspective, 
the board is endeavoring to corre- 
late departmental policies and pro- 
grams and effect closer coordination 
through voluntary inter-agency 
cooperation. 

The Oregon planning program 
covers the following five functional 


fields: 


1. Advisory service to the Gov- 
ernor and State Legislature, 
through studies, investigations 
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and research leading to formal 
reports and recommendations. 

Planning research differs 
from that conducted by other 
agencies in that it explores com- 
plex relationships, uncovers mu- 
tual dependencies and common 
interests, interprets tendencies 
and trends and focusses all ef- 
forts toward a balanced pro- 
gram for future growth. It 
does not duplicate other re- 
search but bridges gaps between 
the independent, isolated in- 
vestigations of others. 

The broad realm of state 
planning research has been sub- 
divided into three interrelated 
divisions: 


a. Studies and investigations 
leading to the conservation, 
development and use of 
physical resources and im- 
provements in physical 


facilities. 
b. Research for improving 
governmental administra- 


tion and public services. 


c. Research into social trends, 
human relationships and 
community living. 

Thirty-four studies, investi- 
gations and research projects 
are now under way, the greater 
number of which deal with 
physical resources. 


Cooperation with county plan- 
ning commissions by encourag- 
ing their formation, furnishing 
technical advice and assistance 
and coordinating their activi- 


ties with those of the state 
planning board. 

Through the board’s effortll| 
twenty-eight county planning: 
commissions have been organ- - 
ized throughout the _ state.. 
Thirteen of these are active: 
and nine are carrying on spe- - 
cial studies with the help of’ 
workers from the board’s staff. . 
The work of the Clackamas : 
County Planning Board has: 
been outstanding. By prepar-- 
ing a carefully planned program — 
of public works and work re- | 
lief projects, a large allotment | 
of federal funds was obtained 


for needed improvements of 
permanent benefit to that) 
county. | 


Active cooperation with fed-. 

eral, regional, state and local 
agencies on immediate and 
long-range development pro- 
grams. The Oregon planning 
program is closely coordinated 
with regional and national. 
programs through the Pa- 
cific Northwest Regional Plan- 
ning Commission and the 
National Resources Committee. 
The National Resources Com- 
mittee has assisted the Oregon 
board by furnishing the services 
of a state planning consultant 
and by sponsoring a nation- 
wide WPA project providing 
technical and clerical worker 
to state planning agencies. 


Effecting workable agreement 
for the jurisdiction and use o: 
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public lands through the recon- 
ciliation of divergent interests. 


5. Informing the people of their 
resources, problems, needs and 
opportunities as disclosed by 
investigations and_ research. 
The cumulatively destructive 
results of uneconomic condi- 
tions and trends and the neces- 
sity for corrective action are 
clearly pointed out. Brief in- 
formative reports, describing 
urgent problems and trouble 
areas, are being released as rap- 
idly as studies are completed. 


Research now under way in- 
cludes studies of Oregon’s trade 
position as determined by the price 
behavior of commodities produced 
within the state and those pur- 
chased from outside manufactur- 
ing regions; also studies of con- 
sumption trends and the location 
and relative importance of market 
outlets for Oregon’s principal prod- 
ucts. Problems of the forest in- 
dustry which is of vital concern to 
the state’s economy, are being 
analyzed with particular reference 
‘to a workable plan for timber tax- 
ation to induce establishment of 
sustained yield forest operations. 

Laws and policies establish a 
skeleton plan for future growth, 
providing a framework for more 
‘specific programs. The board’s ad- 
visory committees are therefore 
‘studying state legislation dealing 
with Oregon’s present govern- 
‘mental structure, public welfare 
service, rural land zoning, forest 
2 J 


a 


conservation and management, 
stream pollution, and geology and 
mining, for recommendation to the 
1937 session of the state legislature. 

The state planning board al- 
ready has the following accomplish- 
ments to its credit: 

Through the efforts of the 
board’s Eastern Oregon public 
land use committee, six Taylor 
Grazing Districts have been organ- 
ized and are in successful opera- 
tion, thereby settling long standing 
difficulties among previously con- 
flicting interests. 

A comprehensive report outlin- 
ing a broad program for the fu- 
ture development of the Willa- 
mette Valley has been submitted to 
the Governor. This report de- 
scribes a coordinated program in 21 
interrelated phases for land and 
water use, forest conservation, ex- 
ploration of mineral deposits, 
stream purification, preservation of 
recreation areas and construction 
of multiple purpose improvement 
projects. 

A program for better use of agri- 
cultural lands outlined in a report 
prepared by the Land Planning 
Consultant of the National Re- 
sources Board, has been digested 
and published by the state planning 
board. 

A thorough study was made of 
the larger problems involved in 
constructing a new state Capitol 
to replace the one destroyed by 
fire last year, and a report sub- . 
mitted to the Governor and Legis. 
lature, which analyzed available 
sites, methods of financing and the 
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basic requirements for a new Cap- 
itol group. 

Two reports have been released 
pertaining to the cost and possible 
markets for electric power to be 
generated at the large federal navi- 
gation and power project at 
Bonneville. 

A report on location of markets 
and shipments of lumber from 
Oregon has recently been com- 
pleted and published. 

Numerous studies have been 
made of special subjects referred 
to the board, and recommenda- 
tions submitted thereon. 

The public welfare committee 
of the board, with the help of spe- 
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cialists in the social security field,, 
completed a thorough study off 
changes necessary so that the state: 
could cooperate in the federal so-- 
cial security program. Six bills; 
were drafted by this committee and| 
transmitted by the board to the: 
Governor and State Legislature. . 
Five of the bills were passed at ai 
special legislative session last: 
October. 

The ultimate objective of state: 
planning in Oregon is not to evolve 
the unattainable perfect plan, but: 
rather to achieve a closer approxi- - 
mation of our higher social ideals: 
than has resulted from the un-- 
focussed efforts of the past. 


. 
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Securing Basic Data for Planning Purposes 


Some CONTRIBUTIONS OF THE FEDERALLY SUPPORTED RESEARCH 
PRroGRAM IN CALIFORNIA, 1933-1936, AND THE 
PROBLEM OF COORDINATION 


By 


JAMES B. SHARP, 


E State Coordinator of Statistical Projects, WPA, California 


YJ NE of the most important 
agencies in California 
concerned with the pro- 
curement of basic data 
for planning purposes has been the 
Federal Government through its 
emergency work programs, espe- 
cially the Civil Works Adminis- 
tration, the Federal Emergency Re- 
lief Administration, and the Works 
Progress Administration. Begin- 
ning under the CWA in rather 
timid fashion, research work pre- 
‘liminary to planning has grown 
with increasing approval and mo- 
‘mentum until at the present time 
a considerable variety of projects 
are in full operation. 

_ Under the CWA only a small 
_ proportion of the total labor quotas 
was allotted specifically to white- 
collar, professional-technical proj- 
ects. As a result about the only 
important set of projects in Cali- 
‘fornia operative under the CWS 
(Civil Works Service, a subsidiary 
of the CWA) was the scientific 
type of project carried on in the 
universities. 


One such has proved to be con- 
tinuous. In November of 1933 the 
University of California, utilizing 
Federal Unemployment Relief 
Funds, inaugurated a program 
which has extended into every de- 
partment of the University. At 
present approximately 900 persons 
are engaged on University WPA 
projects. 

Another type of project carried 
on under the CWA has likewise 
been continued, albeit in modified 
form. ‘That is the project classi- 
fied under the symbol SLF (State- 
Local-Federal), that is, projects 
stimulated and supervised by va- 
rious Federal agencies but operated 
within the State, especially real 
property inventories and housing 
projects. These unfortunately 
have added very little basic infor- 
mation inasmuch as real property 
inventories were conducted in only 
three cities. Extensive canvasses 
of property owners were conducted . 
under the auspices of the Federal 
Housing Administration, but while 
the building industry may have 
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been stimulated somewhat, very 
little basic data of a permanent na- 
ture was obtained. 

More important though less ex- 
tensive were the SLF projects 
which by means of census studies, 
relief interviews, special field sur- 
veys and financial analyses of the 
various relief programs have pro- 
vided information on the problems 
of those on relief. The results of 
these studies are now available in 
Washington at the Division of So- 
cial Research of the WPA now 
headed by Mr. Howard B. Myers. 

Under the Emergency Relief 
Administration (ERA) in Cali- 
fornia, research programs were co- 
ordinated by the Division of Re- 
search and Surveys, headed by Dr. 
N. Gregory Silvermaster. He is 
responsible for the voluminous re- 
port on Relief Activities 1933-1935 
and the excellent Survey of Agri- 
cultural Labor Requirements in 
California in 1935, both now avail- 
able in published form. 

Among other reports especial 
mention should be made of the 
work which was done in 1932 and 
1933 under the general direction 
of Dr. Louis Bloch, namely his 
monumental report on Unemploy- 
ment in California. ‘This remains 
the standard source book of various 
recent plans and programs designed 
to meet the unemployment prob- 
lem and represents a_ scholarly 
landmark in planning for the un- 
employed in California. 

Some of the other significant 
work projects which operated under 


ERA and obtained valuable basic 
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information for planning purposes 
are: 

The California Statewide Traf- 
fic Survey conducted by the De- 
partment of Public Works, State 
Division of Highways. Nearly 
11,000 checkers made three counts 
of traffic on all highways for 
periods of three days. The results 
consist of a set of folio maps and 


reports which are useful not only 


for problems of traffic safety but 
for planning the entire state high- 
way program. 

A School Building Adequacy 
Study, sponsored by the State De- 
partment of Education. This not 
only obtained information regard- 
ing housing conditions, but secured 
data respecting the ownership of 
lands on which school buildings are 
located, the assessed valuation of 
school districts, and other similar 
information pertinent to school dis- 
trict consolidation. Another im- 
portant and beneficial survey un- 
dertaken by the State Department 
of Education was the Study of the 
V ocationally Handicapped. 

Another project of importance 
was the California Medical-Eco- 
nomic Survey, sponsored by the 
California State Department of 
Health, and carried on under the 
general direction of Professor Paul 
A. Dodd of the University of Cali- 
fornia at Los Angeles. When 
printed, its results will no doubt 
complete the picture afforded by 
intensive sample survey recently 
published called Medical Care and 
Costs in California Families in Re- 
lation to Economic Status. This 


’ 
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survey, made by Miss Margaret C. 
- Klem, confined itself to selected 
rural and urban areas, and studies 
such items as the incidence of ill- 
ness, the extent, volume and costs 
of medical care in California. 
One of the important fields of 
relief which was discussed widely 
_during ERA, and was dismissed 
early in WPA, was that of Co- 
_ operatives. Fortunately due to the 
_ foresight and energy of Dr. Paul 
- Taylor and Mr. Clark Kerr two 
of the most important surveys of 
_ their kind in the United States were 
~ completed, one on Self-Help Co- 
_ operatives, the other on Consumer 
‘Cooperatives. Both are now avail- 
able in published form. 
Among other highly useful proj- 
Se cts which have resulted in useful 
reports available in manuscript 
form are those of the State Plan- 
_ ning Board, especially that of Mr. 
LL. Deming Tilton on a Public 
Ee W orks Program for California, the 
_ surveys by Professor David Weeks 
- of Land-Use Adjustment in Cali- 
| fornia, and the studies by Dr. Paul 
Taylor of the migratory labor 
problem. , 
_ Turning now specifically to new 
‘projects inaugurated under the 
“WPA as distinguished from many 
of those mentioned above which 
| have been continued, one of the 
| more important statewide projects 
“now nearing completion is the 
| Fruit and Nut Survey, which will 
obtain by counties, by age and by 
‘yarieties, the plantings of all per- 
nial fruit and nut trees. The 
project is under the excellent super- 
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vision of Mr. R. H. Blair of the 
Crop Reporting Service and enjoys 
the co-sponsorship of the State De- 
partment of Agriculture, the U. S. 
Department of Agriculture, the 
Crop. Reporting Service, the 
County Agricultural Commission- 
ers, and the AAA. The results of 
this extensive survey will be tab- 
ulated in Washington under the 
general supervision of the U. S. 
Department of Agriculture, and 
will be extensively used by farm- 
ers, investors, shippers, cooperative 
agencies, and the public. 

Various other scientific projects 
are in operation in connection with 
agricultural development in Cali- 
fornia, such as serological studies, 
fruit measurement studies, the ef- 
fects of weather and different 
kinds of water and soils upon fruit 
growth, and the effective control 
of injurious insects. 

The WPA has not only financed 
actual research but has provided no 
small amount of clerical assistance 
to various understaffed Engineer- 
ing Departments of towns, cities, 
counties and of the state for the 
development of reports and maps. 
Thus, for example, the State De- 
partment of Water Resources has 
been helped in the preparation of 
reports on the San Joaquin and 
Sacramento rivers, which constitute 
the Central Valley Water Area. 
Similarly the Bureau of Mines has 
been provided with draftsmen and 
clerks in the production of maps 
indicating the extent and nature 
of mining properties in each of the 
counties of California. Likewise 
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the California Forest and Range 
Experiment Station at the Univer- 
sity of California and the San 
Dimas Experimental Forest Sta- 
tion in Los Angeles County have 
been aided in their studies of ero- 
sion, reforestation, afforestation, 
and effective coverage. For a sum- 
mary of these and other projects 
see “A Preliminary Report and 
Recommendations Regarding the 
California SERA Research Pro- 
gram, May, 1934, to January, 
1935,” prepared by the writer. 

In conclusion brief mention 
should be made of the problem of 
coordination. It has long been 
felt in California that because the 
number of agencies engaged in re- 
search is relatively large, consider- 
able duplication of effort might be 
eliminated and the work of indi- 
vidual research workers enor- 
mously fructified and strengthened 
if a complete survey were made of 
all research activities. | Conse- 
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quently a Governmental Research 
Committee was organized in 1934 
by the California Economic Re- 
search Council under the joint 
stimulation of the Bureau of Public 
Administration of the University 
of California and the State Cham- 
ber of Commerce. This committee 
serves as a clearing house for com- 
piling a list of projects proposed or 
operating, and their range and. 
purpose. It has already published 
A Directory of Agencies, and an 
Index to Their Studies, a pamphlet 
by Dr. O. W. Campbell of the 
University of California Bureau 
of Public Administration. It lists 
only the governmental research or- 


ganizations and their projects, but’ 


it has already proved to be extra- 
ordinarily useful. 
On the whole, therefore, a sub- 


stantial beginning has been made 


in California under Federal aus- 
pices upon a research program 
which will soon make possible more 
intelligent planning. ] 
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Land-Use Adjustment In California 


By 


DAVID WEEKS 


A] ALIFORNIA has pioneered 
4 the field of zoning and has 
blazed the trail in many 
specific types of land utili- 
zation. Laws have been passed and 
effectively applied for controlling 
the use of urban and suburban 
properties. ‘The extension of the 
"progress made in this direction to 
-nonurban areas awaits a clear defi- 
nition of objectives, an under- 
standing of what land-use adjust- 
/ ment involves. 


Land-Use Problems 


Land-use adjustment has had its 
beginnings in land-use problems, 
but is apparently emerging as a 
_ part of a system of comprehensive 
planning. Focussing on the solu- 
‘tion of specific problems gives a 
Beefiniteness of objectives and limits 


to a field which might otherwise 
drift into unlimited proportions. 

In California, as in other parts 
of the country, some of the out- 
_ standing land-use problems are the 
| aftermath of lumbering and mining 
activities which have left communi- 
ties stranded without adequate 
-means of individual or govern- 
“mental support. In California, 
however, the situation has not 
‘reached the advanced stages of de- 
letion of resources that have been 


<perienced in the Great Lake 


States, in portions of the Appala- 
chian region, and in the South. 
Prevention therefore still figures 
large in proposals for adjustment. 
There are extensive areas, how- 
ever, where a cure or even a 
post-mortem examination is more 
appropriate than a _ preventive 
measure. 

Continuance of the acts govern- 
ing the disposal of the public do- 
main beyond the point of their 
obsolescence has been of particular 
significance in California. The an- 
nual half billion dollar agricultural 
crop of this state is produced on 
814 per cent of the total land area. 
The balance is a vast expanse of 
wild land comprising forest, range 
and desert; an invitation to futile 
attempts at individual exploitation ; 
a conglomeration of the checker- 
board grants to the railroads, rem- 
nants of the public domain, scat- 
tered tracts acquired by the state 
through grant under the various 
acts of the federal government or 
through forfeiture from tax delin- 
quency, a multitude of private 
holdings used for profitable and 
unprofitable livestock production or 
isolated farming, extensive areas 
held for possible oil and mineral 
values or for future timber yields, 
virgin timber lands being actively 
logged off, extending the battle- 
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ground over which the livestock 
producer and the forester vie with 
each other to see who can first con- 
vert it into range land by burning 
or into forest by fire protection; a 
storehouse for the water supply of 
the state for drinking purposes, 
stock watering, irrigation, and in- 
dustrial use; a summer and winter 


playground for an _ industrial, 
commercial and _ office-fatigued 
population. 


The surge of population into 
areas unsuited for settlement which 
began with the disposal of the pub- 
lic domain and which continued 
with the subdivision of private 
holdings and the extension of irri- 
gation development is now some- 
what under control, but. still 
subject to improvement. Much 
negative comment on reclamation 
policies has been made without suf- 
ficient definite knowledge concern- 
ing the basic problems of irrigation 
development which have resulted 
in widespread need of financial ad- 
justment, reclassification of lands 
and reorganization of projects. 
Mere postponement of develop- 
ment until a time of greater need 
will not solve all of these problems, 
nor will the physical classification 
of the land without more knowl- 
edge of the total quantity of the 
different land classes, their eco- 
nomic productivity, costs of water 
utilization, etc, and without a 
comprehensive detailed plan based 
upon an analysis of the inter-rela- 
tions of these factors. 

The Central Valley water proj- 
ect is California’s classic example 


AGE 


of planning and the need of more 
planning, but it is too complex a 
problem to use as an example here. 
The experience of the federal 
emergency program in attempted 
land-use adjustment in California 
may serve this purpose. Two areas 
were selected for action programs. 
One of these was the El Dorado 
Zoning and Conservation Project 
and the other was the Lassen- 
Modoc Land-Use Adjustment 
Project. The negative results from 
both of these projects are probably 
as instructive as if they had been 
carried through successfully to com- 
pletion. Furthermore they illus- 
trate two opposite extremes in 
method of approach; the problem- 
area approach and the comprehen- 
sive plan. 

The Lassen-Modoc problem area 
was selected as an “obvious” case 
needing adjustment. The remedy 
was to be federal acquisition of the 
land. ‘The area is one where graz- 
ing homesteads too small for eco- 
nomic sized units prevented their 
utilization, where high pressure 
land settlement by unscrupulous 
agencies had subdivided and sold 
as potential farm sagebrush land 
lying at an altitude of 4,000 feet, 
where the Desert Homestead Act 
had been tried with failure, where 
fall and spring feed for livestock 
are insufficient for the herds now 
using them, where the muletail 
deer, the antelope, and the sage 
hen compete with livestock for 
feed, and where strife is a common 
occurrence between herders of no- 
madic flocks and owners of herds 
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attached to specific “commensur- 
_ate’’ properties. 

The problems were evident. 
Since most of the settlers had 
“moved away years ago, there was 
no aggravating problem of resettle- 
‘ment. In fact, it was planned to 
limit purchases of land to proper- 
_ties which were not inhabited. No 
plan, it seemed, was needed here; 
the situation was apparently defi- 
“nite and the solution apparently 
simple. No sooner were options 
inaugurated than the question was 
raised: What agency should ad- 
minister the lands to be purchased ? 
A grazing district had been formed 
under the Taylor Grazing Act em- 
bracing not only the lands pro- 
posed to be purchased but also over- 
lapping the national forest. Here 
was a job for the newly created 
State Planning Board, namely, to 
decide which of these agencies 
should administer the lands to be 
acquired. Investigations were 
made. Hearings were held: From 
| these it developed that there were 
/ more complexities to adjust than 
had been anticipated. Extending 
over a large portion of the area was 
a naval bombing base. Further- 
‘more, partially overlapping this 
bombing base and embracing por- 
tions of the lands to be purchased 
‘was a state game refuge adminis- 
tered under the jurisdiction of the 
State Division of Fish and Game. 
| The United States Biological Sur- 
_ yey also was active in the area. 
Grazing restrictions in the na- 
tional forests in the interests of 


y 


istained yield timber production _ 


which is required for the perma- 
nence of the town of Susanville 
coupled with proposals for extend- 
ing the application of policies of 
game management beyond the ex- 
isting limits of the national forest 
created differences in local senti- 
ment. A serious attempt was made 
to find a solution to the problem by 
analyses of the functions of the 
different administrative agencies 
and of the area with respect to its 
dominant uses. It was expected 
that the dominant uses could be as- 
sociated with legally authorized 
administrative functions. The ex- 
periment was never tried. The 
complexities were too great to be 
removed while land purchase 
money was available. ‘Therefore, 
the project was discontinued. 


The Emergence of the Compre- 
hensive Plan 


The El Dorado County Zoning 
and Conservation Project was the 
outgrowth of several years of re- 
search by the Division of Agricul- 
tural Economics of the University 
of California and the Federal For- 
est Service. Lands were classified 
on the basis of soils, roughness, ele- 
vation, temperature, rainfall, crop 
yields, grazing capacities, timber 
site indexes, and analyses of costs 
and returns, governmental and in- 
dividual. | Land-character type 
areas were combined into major use 
districts and a general long-time 
program of utilization was worked 
out. 

The major problems of the area 
comprised how incomes of a widely 
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scattered population in the outly- 
ing portions of the county, a poten- 
tial permanent shutdown of a large 
lumber mill expected to result from 
the exhaustion of timber supplies, 
a temporary shutdown of this 
same mill due to financial difficul- 
ties, decadence of outlying villages 
and rural settlements resulting 
from the decline in the mining and 
lumber industries which had their 
beginnings in the discovery of gold 
in this county, serious soil erosion 
on the areas in orchard crops, a late 
seasonal water shortage, dormancy 
of potential recreational resources, 
heavy per capita costs for roads and 
schools, and a vicious strife for 
supremacy between forestry and 
grazing. Grazing in this area is 
seasonal. Cattle are wintered on 
the Sacramento Valley floor and 
lower foothills of the Sierra 
Nevada Mountains. Summer feed 
is available in limited quantities in 
the mountains, but frequently ma- 
tures from a month to six weeks 
after the feed has dried up in the 
valley. Spring grazing which 
would fill this gap normally would 
be available in the higher foothills, 
but is controlled inefficiently in 
small private ownerships which also 
suffer for the need of seasonal sup- 
plementary feed and encroachment 
of the forest under rigid fire pro- 
tection. Managed as one system of 
extensive grazing, each area could 
be made to supplement the others 
and within certain limits the live- 
stock would have green feed the 
year round; provided, however, 
that such use would not conflict 
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with a higher public interest in 
timber production and recreation. 
This intermediate “marginal” 


area lying between the forest and | 
the livestock ranches is an area of 


conflict, of confused questions of 


policy, the complete answer to. 
which lies hidden in abstractions . 


with respect to the proper scope of 


government administrative control; | 


in predictions of the future de- 


mands for beef, lamb, wool, lum- 


ber, gold, lime, slate, fruit and rec- » 
reation on the part of a population | 
of unknown magnitude and geo-» 
graphical distribution; and in esti- . 


mates of the probable effects of ' 


different forms of land-use upon 


4 
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soil, forage and timber resources. . 
The plan which was presented for ' 


the adjustment of these problems | 


and which was endorsed by many | 
state and federal agencies would 
have set aside extensive timber- 


producing areas as a source of logs 


for a specific lumber mill which 


would also be strengthened finan- 


cially by federal acquisition of a 


portion of its lands. Transformed 
from a short-lived to a permanent 
industry, the mill would provide 
employment for the inhabitants of 
a specific community which com- 
munity, formerly decadent, assured 
of its permanence could then be 


planned on a permanent basis. Its 
financial credit strengthened, it 


could command capital with which 
to build homes, construct water 
supplies and purchase land for sup- 
plementary agricultural incomes 
with which to bridge periods 

slack demand for the timber and 


{ 
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‘mineral products of the community. 
Small supplementary water sup- 
plies for local livestock ranches 
were proposed as a means of filling 
seasonal gaps in feed requirements 
and reducing unit costs for water 
required by the industrial commun- 
ity, at the same time relieving areas 
“needed for timber production from 
a too heavy grazing load. 


y Difficulties 


_ The chief merit of the plan 
which was the “creation of new 
_ values by a series of related adjust- 
| ments,” any one phase of which was 
_ dependent upon the others for suc- 
cess, seems to have been the prin- 
‘cipal obstacle to successful realiza- 
tion of results. Although selected 
for its simplicity out of many more 
- complicated situations, the project 
has been considered a “complex” 
one, primarily because it required 
the simultaneous execution of a 
timber land purchase program, a 
small water development project 
anda community planning and de- 
velopment project. 

e In the earlier stages of depres- 
sion it was impossible for each of 


for action to focus their attention 
upon the same objective, at the 
same time, with a unified policy. In 
the later stages of the depression 
the little community had suc- 
ceeded in lifting itself by its boot- 
straps out of some of its own diffi- 
culties so that the relief load at the 
time of greatest promise of results 
was not sufficiently great to attract 
emergency funds, notwithstanding 
the fact that potential decadence 
from the depletion of natural re- 
sources still lurks in the back- 
ground. It has probably been a 
mistake to attempt these long- 
time adjustments requiring years 
for accomplishment with facilities 
provided for the immediate relief 
of unemployment. 

Results so far as action programs 
are concerned have been disappoint- 
ing, but experimental planning has 
demonstrated that latent resources 
of inestimable value rest in the pos- 
sibilities of combination and re- 
arrangement of existing facilities. 
The principles underlying these 
combinations and arrangements, 
rather than the technical analysis 
of the constituent parts, constitute 
the elementary principles of 
planning. 


The Resettlement Administration and Migratory 


Agricultural Labor in California 


By 


PAUL S. TAYLOR, 
Regional Labor Adviser, Resettlement Administration 


Toa ISTINCTIVE problems re- 
4 quire distinctive reme- 
dies. Recognizing this, 
the Resettlement Admin- 
has developed a rural 
program sufficiently flexible to 
meet the varying needs of diverse 
regions. In the Old South it is 
the share-cropper whose plight de- 
mands special attention. In the 
Great Plains and the arid West 
it is the hopeless victim of drought, 
the farmer of sub-marginal land. 
In California it is the agricultural 
laborer. 

Rural California presents distinc- 
tive problems. Its wage-earning 
population is, proportionately, 
the largest rural wage-earning 
class in the country. In Mis- 
sissippi, southern producer of cot- 
ton under the share-cropper system, 
barely ten per cent of all persons 
gainfully employed in agriculture 
were paid farm laborers in 1930. 
In the United States the percentage 
of paid farm laborers was 26. In 
Iowa, where the family farm pre- 
dominates, producing corn, hogs, 
and grain with the aid of the 


istration 


~ persons 


“hired man”, the percentage was 
27. In California, paid farm la- 
borers comprised 57 per cent of all 
gainfully employed in 
agriculture. This was double the - 
national average, and was the 
highest proportion of paid farm 
laborers in any state. 

Not only are the farm laborers . 
numerous; to a surprising degree | 
they are mobile. Highly de- 
veloped crop specialization and 
acute peaks of labor demand have 
created a large army of migratory, 
workers which “follows the crops. : 
From Imperial Valley the migrants 
follow the harvest to the San 
Joaquin, Santa Clara, and Sacra- 
mento Valleys, or a distance equal 
to migration from New Jersey to 
Georgia. Some migrants move 
even beyond the borders of Cali- 
fornia, including Washington, 
Oregon, Idaho, and Arizona in the 
seasonal circuit. 

Those who migrate are largely 
Mexicans, Filippinos, and, increas- 
ingly, American whites at south- 
western origin. ‘The numbers of 
men, women, and children who 
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‘move about in this fashion, work- 
‘ing away from home at some time 
‘during the year is estimated at 
150,000. 
Earnings of the migrants are 
low. The average per year is be- 
low $250 per worker and below 
$450 per family. From these earn- 
ings must be paid the costs of motor 
transportation from crop to crop 
_and from ranch to ranch. 
- Serious social evils result di- 
rectly from incessant migration 
_and the conditions under which it 
takes place. The education of 
children is retarded and stable fam- 
ily life is rendered more difficult. 
Nor is the development of normal 
‘relationships between citizen and 
community, and between employer 
and employee favored by constant 
_ movement. 
Even public health is menaced, 
for the migrants are at the mercy 
of whatever quarters may be avail- 
able. Under stress of depression, 
there has been a sharp increase in 
| the number of “squatters’ camps” 
by the roadside, in creek bottoms, 
or on “no man’s land.” At one of 
the Sacramento Valley squatters’ 
camps recently there were only two 
privies, both filthy, for 500 people, 
_and the water supply. was of very 
doubtful purity. At a camp in 
Kern County water was only ob- 
tainable from a nearby service sta- 
tion at five cents a bucket. 
Labor strife is aggravated by 
hese conditions. The United 
States Special Commission on Agri- 
ultural Labor Disturbances in 
mperial Valley stated: 


me 


“Living and sanitary conditions 
are a serious and irritating factor 
in the unrest we found in the Im- 
perial Valley. . . . We inspected 
the temporary camps of the pea- 
pickers... we found filth, squalor, 
an entire absence of sanitation, and 
a crowding of human beings into 
totally inadequate tents or crude 
structures built of boards, weeds 
and anything that was found at 
hand to give a pitiful semblance of 
a home at its worst. In this en- 
vironment there is bred a social 
sullenness that is to be deplored, 
but which can be understood by 
those who have viewed the scenes 
that violate all the recognized 
standards of living... .” 

Under present conditions the 
California Division of Immigra- 
tion and Housing is unable, 
through its camp inspection service, 
to cope with these ragged clusters 
of human misery. In a recent re- 
port, it observes, 

“Moving the occupants away 
simply spreads the condition and 
local authorities are loath to act 
against people who came there in 
the hope of securing employment. 
The division’s attention has been 
called to a number of these squatter 
camps during the last winter, but 
has no legal authority to take 
remedial steps. . .” 

For more than a score of years 
the state camp inspectors have 
struggled ceaselessly against obsta- . 
cles of public apathy, inadequate 
staffs, resistance of employers un- 
willing or unable to do better, and 
reluctance of local officials to apply 
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penalties to neighbors for violation 
of state laws. 

But even despite all the efforts 
made by enlightened and finan- 
cially capable employers, and by 
state camp inspectors, the living 
conditions of thousands of men, 
women, and children are actually 
erowing worse. Smaller farmers 
are financially unable to provide 
for the large number of migrants 
needed on the farm perhaps not 
over two or three weeks a year. If 
inspectors bring too much pressure 
to raise ranch camp standards, 
farmers refuse to house their la- 
borers at all, thus forcing them 
into squatters’ camps, which are 
beyond the jurisdiction of the 
inspectors. 

The Resettlement Administra- 
tion has planned a simple program 
to break this impasse. “Ten or a 
dozen camps are to be established 
to provide such minimum decencies 
for migrants as a healthful site, a 
pure water supply, sanitary toilet 
and garbage disposal, shower 
baths with hot and cold water and 
simple laundry facilities. Con- 
stant supervision will insure main- 
tenance of sanitation and order, 
and leadership for recreation and 
cultural programs. ‘Two of these 
camps are already in successful 
operation, one at Marysville, the 
other near Weedpatch. Both gladly 
welcome visitation and inspection 
by interested persons. 

The chain of migrant camps set 
up by the Resettlement Administra- 
tion can only serve as a series of 
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demonstrations. It provides di- 
rectly for only a small proportion 
of the migrant families of Cali- 
fornia. But it sets a minimum 
standard which local communities 
and groups of growers can attain 
by self-assessment or by utilizing 
tax powers long granted by state 
law. Resettlement camps make it 
easier for state camp inspectors 
and county health officers to abolish’ 
squatters’ camps and to elevate 
ranch camp standards, since they 
provide a decent place to go for 
those forced from bad ranch or 
squatters’ camps. Already the 
migrant camps are stimulating 
growers to provide better facilities. 

Resettlement camps make it 
easier for educational and health 
authorities to serve the needs of 
migrants and to enforce the law. 
They are bringing long ignored | 
problems to the attention of the 
community. They are bringing 
farmers, laborers and local citizens 
into more direct, personal, and 
friendly contact than ever before. 

Thus, a few migrant camps 
properly placed through the har- 
vest areas of California represent 
a planned attack directed at a stra- 
tegic point. Already they are 
ameliorating the lot of people 
whom the structure of California 
agriculture compels to migrate 
ceaselessly in order to serve its 
crops. : 

In order to test the possibilities 
of partial stabilization of migra- 
tory families, several part-time 
farm communities are to be estab- 
lished in California and Arizona, 


; 
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‘Laborers selected from migrant 
camps or elsewhere are to be 
housed upon good land, with facil- 
ities for both individual and co- 
operative operation, as appropriate. 

Thus, migrant camps and part- 


time farm communities are planned 
to serve as integral parts of a 
broad program of rural rehabilita- 
tion designed directly to meet the 
distinctive needs of a rural migra- 
tory population. 


State Planning In California 


By 


L. DEMING TILTON, 
Consultant, California State Planning Board 


California was a virgin 
state. Now extensive 
forests have been cut for 
timber ; vast areas cleared for graz- 
ing and agriculture. Streams have 
been dammed for power and water 
stored for use on distant fields. 
Roads now penetrate deep recesses 
of mountains. New towns have 
appeared in desert regions. Great 
bridges cross forbidding waters. 
Linear cities spread like a crystalline 
growth along main highways. An 
enormous quantity of social energy 
has gone into the creation of the 
present visible pattern of the state. 

What is the character of this 
pattern and its meaning in terms 
of human welfare? That is a ques- 
tion for the State Planning Board 
to answer. Its major interest must 
be in the facilities and equipment 
developed throughout the state 
since the days of the padres. Its 
initial aim must be to create an au- 
thentic picture of the physical plant 
which today serves the people of 
California, for such a comprehen- 
sive picture has never been made. 
Yet only by a purposeful study of 
the organic structure of California 
can it be known where the pattern 


of the state is balanced and orderly, 
with a full complement of essential | 
elements arranged in a_ logical | 
scheme, and where conflicts, defi- 
ciencies and maladjustments exist. 
The planning process, as em-. 
ployed by the state and by its 
subordinate agencies of govern- 
ment, leads toward a definite goal. 
The objective is a balanced, har- 
monious, adjusted general scheme 
of land uses, transportation facili- 
ties, recreation areas, industrial 
centers and communities which 
will provide a maximum of all 
values at a minimum of cost to the 
people of the state. } 
The State Planning Board, 
therefore, will concern itself with 
all problems arising from the ex- 
ploitation and use of present re- 
sources. The efforts of white citi- 
zens of California to appropriate 
the treasures of nature have been 
vigorous and incessant. Some of 
the great stores of primitive wealth 
have not been able to withstand 
these assaults. The finest of sal- 
mon once ran in the Sacramento 
River and canneries were supported 
along its banks not many year 
ago. ‘Today the salmon rarely ap. 
pear and the canneries are aban- 
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doned. The easy gold is practic- 
ally gone. Fires and improper 
lumbering operations are depleting 
the forests four times as fast as 
nature creates them. ‘The scenic 
and recreational values of desert 
and Sierra are being steadily de- 
stroyed by commercialism, by the 
spreading rash of outdoor adver- 
tising, by promotional road-build- 
ing and by other activities com- 
monly regarded as “improvements. 
_ The supremacy of California as 
‘a playground, as a garden spot of 
the nation and as a repository of 
extraordinary natural treasures 
cannot be maintained without ag- 
gressive, unselfish leadership in the 
conservation movement. Unneces- 
sary wastage of the basic wealth of 
the state is indefensible, regardless 
of the administration, the political 
party or the vested interests respon- 
sible for it. 

The ultimate objective of plan- 

ning, nevertheless, is to present to 
the people and to responsible offi- 
‘cials a broad, integrated plan for 
“development rather than conserva- 
‘tion. Such planning can only be 
| done by a State Planning Board 
for it must see the state as a whole, 
as a significant part of the national 
fabric. There is no other agency 
having this function or engaged in 
a planning program on such a 
scale. 
In brief general terms, the pro- 
gram of the State Planning Board 
‘will consist of the following types 
of activities. 
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1. Complete cataloging and map- — 


10. 


ping of the resources and phy- 
sical equipment of the state. 


Analysis of population trends 
and characteristics, 


Systematic classification of all 
public and private land ac- 
cording to its natural charac- 
ter and in terms of present 
and desirable future uses. 


Formulation of measures for 
the conservation and orderly 
development of all natural re- 
sources, including scenic and 
historic assets. 


Study of available date and 
promulgation of plans for the 
most effective and_ beneficial 
use of water supplies. 


Preparation and assembly of 
general plans for a balanced, 
coordinated system of major 
transport facilities, including 
railroads, waterways and 
terminals, airways and air- 
ports, pipelines and primary 
highways. 


Establishment of higher stand- 
ards for the guidance of urban 
and rural community growth. 


Studies of housing problems 
in cities and rural districts. 


Preparation of general plans 
for parks and beach areas, 
scenic and recreational high- 
ways and other facilities for 
leisure time use. 


Formulation of a program of 


32 PLAN 


necessary and desirable public 
works of all types. 


11. Studies of income and produc- 
tive capacity with reference to 
the cost of government and 
the availability of funds for 
public improvements and 


construction. 


12. Analysis of the structure of 
local government insofar as 
such matters affect the execu- 
tion of a comprehensive state 


plan. 


There is ample scope in the above 
program for all the talents likely 
to be made available to the State 
Planning Board. 

California does not belong ex- 
clusively to those who happen at 
the moment to live within its bor- 
ders. The cool beaches of the 
Pacific belong as much to the citi- 
zens of the hot desert states as to 
those who live here. The oil 
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stored in natural reservoirs under ' 
California hills is a bulwark of ° 
national defense, a protection for - 
millions in other states. The people : 
of California are merely trustees, | 
having under their management : 
many priceless natural treasures. . 
A state plan will serve to indicate : 
where California stands in the: 
great family of states and empha- | 
size the responsibilities of this; 
position. 

The motives behind this plan-. 
ning enterprise will be wholly con- 
sistent with the highest ideals of © 
the people. The most humble citi- | 
zen who dreams of a fairer state 
has no means of making such 
dreams come true except through 
democratic processes. Planning is | 
one of the tools of democracy. The 
state plan will inaugurate a pro- 
gressive advance toward higher 
standards of social and economic 
well-being and more praiseworthy 
types of community life. 


i ome Se be 


By 


JACOB CRANE 


N the early days our lands 
<4 came into the possession 
of farmers, mine opera- 
4 tors, timber companies, 
‘railroads, etc. Later, that small 
part of the land on which the cities 
were built was platted by subdi- 
-viders. Urban land became a 
‘commodity. As the city grew the 
price of land mounted ; the shrewd 
and the lucky profited ; everybody 
else lost. 

Most of all the community loses. 
“The city or the county (the local 
community) usually finds that it 
“has to “pay through the nose” now 
“in order to recapture only a little 
of the land. As a result it is prob- 
ably a fact that no large city in 
‘the United States possesses at this 
| time more than half of the land it 
“needs for its municipal functions. 
— Our big cities are painfully buy- 
ing land for major street develop- 
‘ment. To provide the needed 
parks and parkways, playgrounds 
_and forests and beaches, the metro- 
politan cities require all told up- 
wards of half a million acres of 
additional land. The great ma- 
jority of city schools are starved 
for land around them. Every city 
- council struggles with the problem 


ae 


of getting sites for a city hall, a 


a 


| post office, a public auditorium. 


cag 


| The pressure of need is great.” 


The dollar cost of repossessing 
municipal land is so great that 
cities are unable to keep pace with 
the need, and the cities remain rel- 
atively poverty-stricken so far as 
public land area is concerned. 

If the very big problem of pro- 
viding millions of low-rent houses 
requires that sites be acquired by 
public agencies, this factor will 
greatly increase the need for re- 
capturing urban land. Even for a 
few experimental or demonstra- 
tional projects, or for only lowest- 
rent housing, the land problem of 
the municipalities becomes even 
more acute. 

Our cities have perforce carried 
on a hand-to-mouth existence with 
respect to land_ requirements. 
Rarely have we applied in this 
country the principle of municipal 
land reserves, even though once or 
twice previously, and again just 
now, there is available a rare op- 
portunity to try it. 

The principle of municipal own- 
ership of a reserve of land has 
been invoked by many of the older 
and more experienced cities of the 
world. In Sweden and Norway, 
in Germany, in Japan, in China, 
in Russia, in Central America and 
South America it has become tra- 
ditional practice for certain cities 
to acquire and hold land against 
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the anticipated urgent need for it. 
As cities mature they find ways 
and means of building up a reserve 
of land. American cities can uti- 
lize an opportunity of this period. 
Some have begun to do so. 

The city planning and assess- 
ment officers of many of our towns 
and cities have mapped the pieces 
of land which are so far back on 
the payment of their real estate 
taxes that they may be considered 
“abandoned for taxes.” The os- 
tensible owners consider it more 
advantageous to let them go than 
to pay up the taxes; and no pur- 
chaser takes them over. These 
lots become eligible for tax fore- 
closure. “Through prevailing or 
arrangeable procedures, the mu- 
nicipalities can come into possession 
of some of this property—parcels 
which are deemed useful for mu- 
nicipal purposes. 

The city of Milwaukee, Wis- 
consin, is probably the outstanding 
American example of a city avail- 
ing itself of this opportunity. In 
August, 1936, there were in Mil- 
waukee some 12,000* parcels of 
property which were three or more 
years delinquent in taxes and, 
therefore, eligible for tax deed fore- 
closure. Ninety per cent of these 
parcels are vacant lots. Up to the 
end of August, the city of Mil- 
waukee had taken tax deeds to 
446 of these plots, and foreclosures 
were pending on about 1,000 more. 
It is understood that the city pays 


* Milwaukee data from a letter dated 
September 3, 1936, from Charles B. Ben- 
nett, City Planner, Board of Public Land 
Commissioners, Milwaukee, Wisconsin. 
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up the County and State real estate: 
taxes; a matter of importance to) 
the County and State governments. . 
The officers of any city vigorous; 
enough to take this kind of op-- 
portunity will usually be able to} 
select property most valuable for> 
municipal purposes and least needed |! 
for other development. In fact at 
partial process of natural selection? 
has already sorted out these tracts. . 
By and large they represent the: 
quaint American custom of sub-- 
dividing excessive areas during: 
booms. With a great surplus of’ 
platted lots, those that are least: 
eligible for private building de-: 
velopment tend to go delinquent’ 
and to become available for mu-? 
nicipal repossession. In taking | 
over a number of such lots, it: 
should not be difficult to avoid any 
appreciable absorption of land that) 
will be needed for other than pub-. 
lic uses. Here again the city plan-_ 
ning officers should have the neces- 
sary data for sensible selection. _ 
This kind of opportunity comes 
along periodically. In boom times 
very few lots are abandoned, nearly 
every lot has a “value;” cities pay 
great prices for the land they buy 
back. In periods of real estate 
slump, a flood of lots are abandoned 
for taxes. "The depression which 
set in in 1929 produced the largest 
number of these plots, eligible for 
municipal action. With the revival 
of building, the opportunity begins 
to slip away again. In some States 
the procedures are not at the mo- 
ment available for convenient re- 
possession of such property by the 
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city. Tax moratoria and deferred- 


payment statutes obscure the mat- 


station. 


ter in a few States. Additional 
legislation may be needed. The 


time for successful action during 


this period may be nearly over. 

Visualize the large city with 
thousands of such lots in its posses- 
sion. It is all ready for a new 
school site or for an enlargement, 
or for a playground, or for the 
“plot to accommodate a new fire 
If other sites are desired, 
the tax-abandoned lots may be used 
in trading. They constitute a lev- 
erage against hold-up prices. They 
may be made available for other 
public enterprises. They may be of 
the greatest strategic value in real 
low rental housing projects. 

We have discussed principally 


the more obvious angles of the 


matter. The longer-range impli- 
cations are probably of greater 
import. Our city communities, 
acting through their city govern- 
ments, have a Herculean task 
ahead of them, the task of rebuild- 
ing large portions of the cities. 
We haven’t yet really taken the 
measure of that job. But it is 
apparent that possession of a re- 
serve of land constitutes one of the 
most strategic instruments for the 
undertaking. With the rapid out- 
ward spread of urban development, 
municipal ownership of land on the 
fringes of the city is particularly 
valuable for parks, schools, streets, 
public buildings, and housing, and 
for trading purposes. ‘The cities 
which succeed in building up a 
land reserve through the reposes- 
sion of tax-abandoned vacant lots 
will be making history. 
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Planning at the World Power Conference 


By 


A. F. HINRICHS 


SISCUSSIONS in two 
} sections of the World 
Power Conference held 
in Washington in Sep- 
tember, 1936, turn on topics closely 
related to Economic and Social 
Planning. In these discussions we 
may trace certain significant devel- 
opments in the concept of plan- 
ning. 

Section 7 was devoted to na- 
tional power and resource policies. 
The contrast between the papers 
presented by Mr. Floyd-L. Car- 
lisle, Chairman of the Board of 
Consolidated Company of New 
York, and Mr. George Soule are 
indicative of the development of 
thought in the United States. Mr. 
Carlisle assumes “that the subject 
in the forefront of discussion, par- 
ticularly in the United States, ... 
is the merit of private versus pub- 
lic ownership and operation.” His 
paper is an exposition of compara- 
tive costs. He attempts also to set 
the question in its constitutional 
and customary background, point- 
ing out the large role which indi- 
vidual initiative has played in the 
development of the United States. 
He states later that “‘to discuss the 
national power and resources policy 
of the United States narrows at 
once to the merits of government 
ownership and operation, and pri- 


vate ownership and operation.” 
His general conclusion as to policy ’ 
is that “it is most decidedly in the: 
public interest to preserve the finan- - 
cial soundness of the private power ° 
companies. The power from the! 
government ventures should be> 
sold and distributed by the private. 
companies and municipal systems | 
now in existence, under contracts | 
giving to the consumers the benefits 
of any cheaper cost of generation. 
This can be done under contracts | 
that will protect the public inter= 
est.” In introducing his Paper he 
states that he favors “as much) 
regulation by government—prefer- 
ably local—as is necessary to pro- 
tect the public interest, such regu- 
lation to be of a character that will 
not destroy the ability of manage- 
ment to run the business and to 
make decisions based upon sound 
economic principles free from po- 
litical meddling.” 3 
It will be recognized at once 
that this paper, and other papers 
which present the case for govern- 
ment ownership and operation, are 
in the field of a familiar and long- 
standing argument. The evidence 
which may be brought forward to 
support either side may have be- 
come more extensive and more con- 
clusive. The social philosophy e 
individual initiative finds less uni- 
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versal acceptance in the United 
States than it would have in earlier 
years, and is therefore introduced 
as an incidental rather than a con- 
clusive support for the case of pri- 
vate ownership. But however im- 
portant the changes in the details 
of presentation, the argument is a 
revision of one which has gone on 
for many years and does not repre- 
sent the introduction of a new line 
of thought. 
aA decision as regards social 
policy in the matter of public ver- 
sus private ownership and operation 
represents a significant piece of 
social planning. It is typical of 
the kind of social planning that 
has been common throughout the 
history of the United States. One 
side or the other may at times have 
gained adherents because of the 
social philosophies involved. By 
and large, however, each side has 
regarded the outcome as a means 
of obtaining an immediate end. 
The advocates of government own- 
ership have customarily thought in 
terms of cheaper electric power as 
the end product of this particular 
piece of social planning. 

_ By way of contrast, the other 
‘papers present an extension of 
thought into newer fields. In the 
case of several of the European 
‘countries we find national power 
and resource policies to be consid- 
‘ered as an integrated problem of 
developing the power base of the 
‘country. This involves the de- 
velopment of a more or less related 
‘program of measures designed to 


extend the total amount of power 


available and to shift the relative 
importance of different sources of 
power. In many instances, this 
attack arises out of the apparent 
needs of defense and out of the 
nationalistic readjustments to the 
shifts in resources following the 
partitioning of Europe in the peace 
treaties. So, for example, Czecho- 
slovakia is reported to be primarily 
dependent on coal with reference 
to which there is no unified policy. 
It is stated that “when a national 
policy develops it will be condi- 
tioned rather by problems of de- 
fense than by purely national 
economics.” Austria on the other 
hand has been forced through the 
loss of its coal resources to turn its 
attention primarily to the exploita- 
tion of hydropower. The efforts 
of the state appear to have been 
primarily to develop as rapidly as 
possible a new power economy for 
the country, utilizing private com- 
panies under provincial legislation 
rather than under a unified pro- 
gram of state development. Hun- 
gary has similarly had to adjust to 
a loss of coal, forest, and natural 


‘gas resources, and by an act of 


1931 is encouraging the search for 
a new power base. Because of the 
relative technical backwardness of 
the country, national policy is also 
devoting attention to the develop- 
ment of greater technological efh- 
ciency through the interconnection 
of producing centers and the in- 
tensification of consumption about 
each center. 

As Mr. Person concludes, no two 
of the papers approached the prob- 
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lem of national power and resource 
policies in the same manner. It is 
difficult to bring them all within 
a common frame of analysis. But 
in the European discussions it 
seems to me to be possible to trace 
a definite development of general 
thought with reference to the 
power base of the country as a 
whole. The issue of the type of 
ownership and regulation falls into 
the background. The specific types 
of approach turn obviously upon 
the historical accidents which give 
legal and constitutional setting to 
the power resources of the various 
countries. So, for example, in 
Argentina, where the chief energy 
resource is petroleum, the owner- 
ship of the mineral resources vests 
in the national or provincial gov- 
ernments, In Sweden a large pro- 
portion of the lands having water 
power sites happened to belong to 
the state and it was therefore pos- 
sible for the state to develop its 
program as landowner rather than 
as sovereign. In Germany, on the 
other hand, the subdivision of the 
Empire and the Republic into a 
number of separate states created 
problems similar to those with 
which we are familiar in the 
United States. Out of such diverse 
backgrounds there must emerge 
equally diverse methods of attack 
but the problem being attacked in 
each case is that of an energy 
supply. © 

The paper by Mr. Soule repre- 
sents a still further extension of 
social thought with reference to 
resource policies. It ties in, how- 
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ever, to a familiar concept in the 
United States, that of conserva-: 
tion. He states the socio-technical! 
problem as the application of tech- 
niques to develop the most efficient: 
possible extraction, processing and 
distribution of power derived fromi 
the various specific sources of! 
power. The technical objective 
is to eliminate wastes of materials 
and labor. But in the interests of! 
social policy, the technician must! 
also inquire ‘‘whether the use of as 
self-replacing resource like water-- 
power is not on general grounds: 
preferable to the use of a wasting? 
resource like coal.’’ To this end,, 
he insists upon the necessity of a: 
charge for national depletion,, 
though he makes no suggestion asi 
to the methods of this calculus. He: 
merely notes that “business ac-- 
counting does not necessarily sup-! 
ply a sure and final guide to social! 
policy, since it ignores those social. 
costs and values which are not re- 
duced to pecuniary terms on the 
books of the power enterprise that 
figures the costs and determines the 
prices.” I would add that private 
initiative, which bases its pecuniary 
calculus on prices resulting from 
individual valuations, never can be 
a safe guide to social valuation. 
In the jargon of the economist, 
the individual formulation of time 
preference is with a view ahead 
that embraces possibly his own life 
and that of his children. The 
society must certainly have a fu- 
ture perspective that embraces cen- 
turies. The sum total of individu 
valuations of a wasting resource 
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therefore, undervalues the resource 
from a social point of view. We 
have yet to discover a technique 
of social appraisal. 

Mr. Soule extends the argument 
far beyond the earlier thought on 
conservation by stating that socio- 
technical policy must have under- 
lying directives. The objective of 
the conservationist was somewhat 
limited—conservation was almost 
an end in itself. Mr. Soule as- 
umes that “the national purpose is 
to utilize the resources in such a 
way as to maximize the material 
and cultural well-being of the 
population.” His goal is a maxi- 
mum utilization of power resources 
derived from the minimum of raw 
material and human effort. 

The most significant extension 
of such thinking is the recognition 
of the fact that there exists not 
only a socio-technical problem but 
also a socio-psychological problem. 
This aspect of planning was seri- 
ously neglected in the deluge of 
literature on the subject in the 
earlier years of this decade. Soule 
recognizes that “while most per- 
sons will in the abstract admit the 
desirability of the objectives as- 
sumed in the technical approach, 
* * * it is a mistake to believe that 
our social complex really does seek 
any such objectives consistently 
and as a whole.” The technical 
experts have an indispensable role 
to play in the solution of the prob- 
lem of developing the underlying 
will of the people. “It is their task 
‘not merely to discover the facts 


and clear their own minds as to 


what should be done, but also to 
enlist in the planning process as 
broad an array of groups as can 
make contributions to it, and to 
bend every effort to the task of 
seeing that the resulting analysis 
and objectives are understood as 
widely as possible.”” The problem 
of technical planning is thus inte- 
grated with social objectives. To 
be made real it must be tied to 
political activity. 

This broad conception of plan- 
ning also appears in the papers of 
section 4 on national and regional 
planning and their relation to the 
conservation of natural resources. 
Stuart Chase starts with the prob- 
lems of the Central Valley of Cali- 
fornia as typifying the problems 
which face the country as a whole. 
The imperative lies in the necessity 
for conservation of our resources 
if we are to remain an economic 
nation. ‘Through this paper and 
most of the other American papers 
runs the theme of a necessary over- 
all approach to a series of interre- 
lated uses of natural resources. 
The consistency with which this 
overall treatment recurs leads one 
to hope that it has become a part 
of our national thinking. But it 
is still the exception rather than 
the rule to find a clear realization 
of the unity of resource planning 
and of social planning. It is help- 
ful to the whole movement that it 
be realized that the stumbling 
blocks are encountered in the field 
of social objectives which give 
meaning to the technical program 
and that the development eas 
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objectives political 
action. 

The unity of resource planning 
and broad social problems is par- 
ticularly well developed by Har- 
court A. Morgan in a paper on 


“Rural Electrification: A Prom- 


presupposes 


ise to American Life.” He is 
especially concerned with the 
problems of agriculture. But in 


developing the thesis that rural 
electrification is essential to such 
problems of agriculture as soil 
erosion, he shows an almost equal 
interest in agriculture as a way of 
life. His approach to the problems 
of rural electrification as a matter 
of national policy is especially that 
of a man with a deep concern for 
the inherent values of rural life. 
He, of course, does not suggest a 
return “to the days of the spinning 
wheel” but seeks rather an enrich- 
ment of agricultural life. “Is it 
not possible that some heralded ad- 
vances in civilization may in reality 
have been moves in the opposite 
direction? The decline of agri- 
culture as a mode of life seems to 
be the result of such misunderstood 
developments.” 


AGE 


I find the consolidation of at-: 
titudes in these various papers dis-: 
tinctly encouraging. During th 
darkest days of the depression our 
magazines broke out in a hectt 
rash of “planning” articles. Th 
idea was in vogue in all circles.) 
Economic planning was commonl 
conceived of as something inde-: 
pendent of social planning. Buti 
as we experienced various devices: 
of economic control, we found in-- 
creasingly that each was necessarily; 
tied to certain social objectives andl 
conceptions. The revulsion inr 
many groups came when it wasé 
found that there was a clash of 
objectives in the social field. Among: 
those who disliked the imminence’ 
of social control, economic plan- 
ning became unpopular and they 
seem to have reverted to the ideals: 
of free initiative. Today the ad- 
vocates of economic’ planning are: 
presumably fewer than they were: 
three years ago but the papers de- 
livered at the World Power Con- 
ference seem to indicate a gain in 
the clarity of thought which repre- 
sents net gain rather than loss. © 
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Planning In Utah 


By 


RAY M. HILL 


——AERHAPS no other State 

€ in the Union has as much 
of a planned background 
as has Utah. When the 
Mormon pioneers entered the 
“Great Basin of the Salt Lake in 
1847, they were confronted with 
. stretches of desert waste, a 


few bodies of water and small can- 
yon streams—all surrounded by 
rugged mountain ranges. 
| While the territory in which 
they had chosen to settle was un- 
known to nearly all of them, still 
the matter of how to arrange their 
settlements, their towns and farms 
‘had been given careful consider- 
‘ation long before their arrival. 
This forethought enabled these 
early settlers to organize the new 
‘territory in a much more efficient 
way than has been the case with 
“most other States. The foresight 
and energy of the Mormon pio- 
neers, together with a strong de- 
sire toward keeping their settle- 
ment up to date, have created here 
‘a leading commonwealth. It is the 
fifth lowest in illiteracy due to a 
well organized school system. Farm 
homes usually are up-to-date. The 
‘percentage of farms with electric- 
ity is four times the national aver- 
age; farm homes having running 
| water are two and one-half times 


a 


im 


‘that of the nation; radios, two 


times; and automobiles, one and 
one-half times the national average. 

That these and other relative 
advantages shall not be lost through 
the effects of increasing complexi- 
ties of modern life, but shall be 
even more marked, the Utah State 
Planning Board is charged with 
further development of plans for 
the physical, economic, and social 
development of the State. 

The first Board was appointed 
by Governor Blood, upon the in- 
vitation of President Roosevelt for 
the several States to participate in 
a cooperative Federal-State plan- 
ning program. The National 
Planning Board, now the National 
Resources Committee, appointed by 
the President in 1933, offered to 
each State, having a _ planning 
board, the services of a trained 
planning specialist as consultant. 
Utah was among the first States 
to accept the President’s invitation 
and members of the governor’s un- 
official planning board were ap- 
pointed on April 9, 1934. In ac- 
cordance with the Federal-State 
agreement, a professional planner 
was assigned to this State as Fed- 
eral planning consultant. 

The State legislature provided 
for an official planning board by an 
act which became law on March 
26, 1935. The governor’s board 
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was thereupon replaced by appoint- 
ment of members to the legal 
planning agency which has carried 
on without interruption the plan- 
ning activities of the former board. 

The purpose of the State Plan- 
ning Board is primarily to perform 
the following functions: 

1. Collect factual data concern- 
ing the nature, extent, and state of 
conservation of Utah’s resources; 
and, with the assistance of practical 
men of affairs, secure an analysis of 
this material. 

2. Serve other departments of 
government and civic organiza- 
tions as a central statistical bureau. 

3. Make special studies when 
the best possible correlation of pro- 
grams of development require ad- 
ditional information. 

4. Promote legislation providing 
for the most economic use of the 
State’s resources both physical and 
human. 

5. Act in an advisory capacity 
to the governor and legislature. 

6. Assist in the coordination of 
the programs of other State de- 
partments and Federal departments 
operating in the State. 

7. Promote city and county 
planning programs based on scien- 
tific information. 

8. Prepare, as nearly as may be, 
a long-term program for the most 
effective use of natural and human 
resources. 

The board is entirely advisory. 
It has absolutely no executive au- 
thority. 

In’the past two and one-half 
years the Planning Board and its 
staff workers, with the financial 


assistance of the Federal and State 
Emergency Relief Administration — 
and the Works Progress Adminis- 
tration, have made credible prog- 
ress. Much factual information 
has been brought together and cen- 
tered in the library of the board. 
Subjects for which considerable 
information has been gathered are: 
physiography, climate, vegetation, 
population, land use, water, power, 
libraries, scenic and recreational | 
resources, transportation, commer- 
cial trade, agricultural cooper- 
atives, employment, wealth, manu- 
facturing, mining, health, hospi- 
tals, public works, prisons and 
other institutions, and various eco- 
nomic studies. “Through these ef- | 
forts the Planning Board has 
become an important source of 
unbiased information for the bene- 
fit of all citizens. | 
While the planning vehicle in > 
Utah has continued without inter- 
ruption, there has been an occa- 
sional rough spot on the road, a few 
weak bridges, and many steep hills. 
The principal difficulties encoun- 
tered, however, have grown out of 
a lack of public support and a mis- 
understanding of purpose which 
have been due, probably, to the 
newness of State and regional plan: 
ning activities. Industries have 
maintained planning departments 
for many years, but very few peo- 
ple, except company officials and 
the department heads immediately 
associated with these creling 
activities, have had opportunity t 
become thoroughly acquainted vith 
their value. Citizens generall 
and public officials in particula 
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have been so much concerned with 
their private programs that they 
have for the most part paid little 
attention to the plans of others and 
the result has been much duplica- 
tion of effort and even conflicts in 
programs of development. Several 
farseeing public officials in Utah 
began a few years ago to make 
long-time plans for their own de- 
partments but the practice of sub- 
_mitting such plans to a central 
correlating body for review and 
advice is new indeed. Wherever 
| it has been possible to explain this 
function of the planning agency, 
its advantages have been immedi- 
ately apparent. Public spirited 
citizens and many public officials 
are now becoming very much in- 
terested in the reports and recom- 
mendations of the Utah State 
Planning Board. 
As this interest continues to 
‘grow, it is expected that the plan- 
ning office will become an impor- 
‘tant depository of authentic facts 
where legislators and public ad- 
ministrators may obtain unbiased 
information together with recom- 
mendations as to the most feasible 
directions of development for the 
State as a whole and each locality 
therein. Scientific land, water and 
economic surveys have been com- 
pleted in one county and are now 
going forward in another. It is 
hoped that the other 27 counties 
may be covered as rapidly as pos- 
sible. These county analyses will 
be followed by studies covering 
_ human resources, just as is being 
| done in the State as a whole. These 


ie 
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studies are absolutely necessary be- 


cause there is a distinct lack of 
information regarding counties, 
cities, towns, and small unincorpo- 
rated communities; hence, there is 
very little material on which to 
base city and county plans. It is 
the desire of planning officials that 
each community will promote plan- 
ning bodies composed of the most 
capable men in the locality to co- 
operate with the State Planning 
Board in making these studies of 
local resources and preparing long- 
time plans of action for the ulti- 
mate good of local citizens. 

Here then is the field for much 
of the State planning effort—to 
get cities and counties to begin 
thinking about their future. The 
intention to make comprehensive 
studies of the resources—human 
and physical—of every community 
regardless of size has been ex- 
pressed by planning board officials. 
Adequate knowledge is needed of 
such items as sewage disposal, pub- 
lic building, modern conveniences, 
recreation, population, health and 
sanitation, roads and sidewalks, li- 
braries, industry, land use, etc. 
Knowledge of the probable cost 
and type of improvements which 
are needed within the next several 
years is also necessary. 

There seems no doubt that when. 
such basic data becomes available 
for each community, county, and 
State a more intelligent plan of 
development for the entire country 
shall be effected. We will then be 
able to think for ourselves, and 
plan and coordinate our country so 
that it will be an even better place 


‘in which to live. 


Essentials AHEcononne Planning 


An Outline 


By 


CARL LANDAUER 


EpiroriaL Note: 
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GE following outline has been prepared by Professor Carl 

Mi Landauer of the University of California and is used by him 
as the basis of one of the courses in current economic problems 
which he offers. We have made a few minor changes in the 
outline as originally submitted. 

An examination of the outline shows that it proceeds from the as- 
sumption that a study of economic planning must begin with a thorough | 
analysis of the market mechanism of the present industrial capitalistic 
order. This is essential since all proposals for social change must start 
from a criticism of the existing system. The outline gives especial 
attention to those features of the present industrial system which have _ 
elicited the greatest objections, namely, the phenomena of monopoly — 
and of the business cycle. ] 

The outline offered here distinguishes between two basic concepts: 
of planning: partial planning and central planning by a national body — 
on a national scope. The central interest of the outline is in the prob-. 
lems raised by a completely planned economy. 

This outline is offered, not as the only possible or the best apron 
to the study of economic control and planning. We offer it merely as a 
suggestive formulation of questions and problems. Like any outline of 
a course it is based upon a series of assumptions for which the author 
alone is responsible. j 


g 
7 
Introduction: : 


A. Nature of Capitalism: e 


I. Definition: 4 
Capitalism i is a bargain or exchange economy, in which large- 


scale private property in the instruments of production is 
prevalent. - 
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II. The ordering forces in Capitalism: 


a. The steering of a simple exchange economy by the price- 
system. 

b. Control of productivity by the price system. 

c. Competition enforces progress. 

d. Large scale property makes progress possible. 


III. The forces of economic disturbance in Capitalism: 


a. Monopoly 


1. Its nature. Competition produces monopoly in a self- 
destroying process. 

2. The forms of monopoly; the importance of semi- and 
quasi-monopolies (imperfect competition ). 

3. The pretended advantages of monopoly. 

4. The disadvantages of monopoly: 
a) The consumers’ disadvantage. 
b) Prevention of economic progress. 
c) Prevention of competitive selection for leadership. 


b. Crises and depressions 
1. The origin of the business cycle: 


a) The impossibility of general overproduction. 

b) Inadequate distribution offers no explanation for the 
origin of crises and depressions. 

c) The real explanation: Shortage of capital responsible 
for the turn from prosperity to depression. ‘The 
usual mechanism of the business cycle. The special 
causes preventing or postponing automatic recovery 
from the last depression. 

d) Conclusion: The change of prosperity and depres- 
sion is a disease created by growth. It originates in 
an overstrain of the economic forces by too rapid 
an expansion of the economic machine. This can- 
not be avoided under capitalism. 


c. Co-operation through antagonism? 


1. The general fiction underlying the capitalist system: All 
persons acting in the economy are antagonists. In reality, » 
they are collaborators. Even the capitalist system can 
exist only because it produces some degree of collaboration 
by the fiction of antagonism. 


= 
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2. Consequences of the fiction: } 
a) In general : ; q 

Feeling: Man is man’s foe. Emphasis laid upon 

competition—the principal form of capitalistic eco- 

nomic antagonism — produces the following false 

idea: The thing that seems to matter is selling goods, 

though in reality it is only important to obtain goods 

in order to satisfy human needs. 

b) For the labor question. 

B. Can Capitalism be regulated by planning? | 
I. Definitions | 
es ; 

a. What does regulation of capitalism mean? Avoiding, by. 
state interference, the disadvantages of capitalism, without 
abolishing private property in the instruments of production, 
private management of industry, and the market system. 
This is largely the purpose of every kind of active economic 
policy of capitalist states. In recent decades state inter-_ 
ference has developed into planning, i.e., into deliberate | 
attempts to regulate whole strata of economic life. 
b. Two criteria of planning: 


; 
; 
| 


1. Taking thought in advance. 


2. Replacement of the automatic market mechanism by 
collective action. 


‘ 
4 
c. Different kinds of planning. 4 
1. Distinction by who plans—Governmental or Group plan- 
ning. : 
Be 


Distinction by the scope of planning: Total—Partial 
Planning ; Physical—Economic Planning; Physical Plan- 
ning is never Total Planning in a strict sense, but at it 

utmost a long series of partial plans, since only economic 
considerations can give the plan a unified character. I 


Important attempts at partial regulation of Capitalism. 


A. Physical. 


jt 


a. Planning of Land Use; City and State Planning. Pros- 
pects of success only where definite technical problem 
arise like creation of markets. The soil erosion probler 


and some phases of city planning probably the most con- 
spicuous cases where technical problems are of such pre 
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vailing importance that mere physical planning may be 
successful. 

b. Planning of the utilization of energy resources: Prob- 
lematic, because economic viewpoints too important to 
permit success of merely physical plans. Even partial 
economic planning unlikely to be successful because use 
of energy depends on totality of economic development. 


B. Economic (1) Group Planning. 


a. On the basis of geographic distinctions: Tennessee Val- 
ley Project; self-sustaining homesteads. Success possible 
if contacts of the planned sector with the rest of the 
economy can either be reduced to a minimum or suf- 
ficiently controlled. 

b. On the basis of social distinctions: “Self-sufficient” co- 
operatives of unemployed. Prospects of success depend 

on conditions analogous to those under (a). 

(11) National Regulation Policies : 

Prevention or control of monopolies. 


» 


1. The old American way: Prohibiting restraint of trade 
(Sherman and Clayton Acts). \ 


a) No real prevention of monopoly, but largely replace- 
ment of cartels by trusts. 

b) The American principle can hardly be maintained, 
among other reasons because it favors the biggest 
business as compared with medium-sized business. 


i) 


. Control of cartels: 


a) The weak point: Price control. It is comparatively 
easy to control “variable” costs, but impossible really 
to control the portion of “fixed” costs that is to be 
imputed to a certain unit of product. f 


b. Prevention of crises and depressions: 


1. Prevention by cartels and other monopolistic organiza- 
tions which restrict output in times of bad business. 
General restriction is no instrument for avoiding crises, 
and at least a questionable instrument for alleviating a. 
serious depression. Goods buy each other: restriction of 
wheat crop usually means the disappearance of the ob- 
ject of exchange for some industrial products. In special 
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cases, restriction of the output of a certain product may 
be useful. 


. Prevention by credit policy: the most important pro- 


posal for regulating Capitalism. 


a) Monetary causes and monetary consequences of the 


b) 


business cycle. 

The regular monetary instrument for influencing the 
business cycle; central bank credit. “Compensated 
dollar,” ‘commodity dollar,” etc. 


c) Reasons for inefficiency of credit regulation for pur- 


1) 


poses of business-cycle-policy, if exercised by central — 
banks within the limits of their usual powers: 


H 


While confidence exists, a central bank controls 
national credit only. 


When the bank makes its own credit expensive 
in order to curtail business activity before its | 
natural breakdown, the use of foreign credit 

is fostered and the danger not avoided; it is 
even augmented in a way. 

When the bank makes its own credit cheap in | 
order to encourage business during depression, 
it jeopardizes the stability of the external value 
of its currency. 


2) When confidence is disturbed, international credit 


relations are interrupted. 


i 
Usually and principally central bank credit 
means short-term credit. Supply of short-term 
credit cannot be effective when two essential 
relationships are interrupted: 
Short-term credit to long-term credit, and of 
credit as a whole to real investment. t 


3) In both cases: 


How should the central bank know when to act 2 $ 
Situation different from that of credit policy 
in an economy where real investments are con- 
trolled by plan. The special problem of long- 
term “rigid” investments. 
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4) Extraordinary means of completing credit regula- 
tion by central banks in time of emergency: 


Direct central bank credit for a long term 
(“Open market policy” of a radical character). 
Control of central bank over credit bank sys- 
tem (both effective in part only). 

Organized demand for credit: Public works— 
limits of this policy clearly to be seen now. 


c. Regulation of foreign economic relations: 


ee 1. Foreign trade policy: Protectionism a source of disturb- 
ance rather than a safeguard. 


2. Planning foreign investment: Not actually an important 
issue but a possibility for the future. 


d. Social arbitration: The State as peacemaker in social dis- 
putes cannot avoid arbitrating on the conditions of peace, 
i.e., fixing wages. In so doing the state fixes a very im- 
portant part of the national income. The decision of the 
arbitrating agencies determines to a large extent the dis- 
tribution of the national income between immediate con- 
sumption and capital formation. Such a decision cannot 
be adequately made without a total concept of what eco- 
nomic processes are possible and desirable, i.e., without 
a plan. 


III. General regulation: A whole plan for the economy, but main- 
taining private property in the instruments of production. 


a. The State can enforce external obedience, and with some 
greater difficulties, prevent conscious sabotage. 

b. How is a clear division of tasks possible between the plan- 
ning activity of the State and the management of industries 
as executed by private entrepreneurs ? 


1. The following is the only possible division: 


The regulation of economic development is a task of 
the plan; the “static” functions remain with the entre- 
preneur. ‘That would be in accordance with the facts, 
that the plan is primarily expected to prevent the busi- 
ness cycle, and that the business cycle originates from 
economic growth and not from the static events within 
the economy. 
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{ 
2. Connection between the static and dynamic events 

within the economy: i 


a) The use of materials for expansion of the economic — 
apparatus affects the quantity (and therefore the — 
prices) of materials for static purposes. The effi- — 
ciency of static production affects the quantity (and 
therefore the prices) of materials available for eco- 
nomic expansion. 

b) The prices of commodities produced in the static 
process affect the purchasing power available for the 
commodities which will be produced in the future | 
as a result of present economic expansion. : | 


: » | 

3. Because of these connections, every development plan 
presupposes a certain kind of performance of the static 
processes. That would not involve a problem if the data 
for the “static” processes were absolutely constant. But _ 
even besides real expansion of the apparatus, there is | 
much change in economic conditions (exhaustion of | 
natural resources, improvement of business organization, 
etc.). If that were not the case, the static processes | 
would be of a mechanical character and suitable objects _ 
for bureaucratic administration, rather than for the ac- | 
tivity of entrepreneurs. ' | 
} 
4. Therefore the private entrepreneur, by the way in which — 
he manages his business, may spoil the effect of the plan_ 
developed and carried through by the State. The plan 
may change the conditions under which the entrepreneur — 
carries on his business. The interlocking effects of pri-_ 
vate and governmental action make it impossible to - 
establish a clear cut responsibility for economic oie 


an undesirable fact which, however, is hardly avoidable 


as long as planning is combined with private ownership | 
of important industries. 


5 To reduce the disadvantages of a mixed system to a 
minimum, the State needs experience in business and a 
large staff of well-trained and loyal experts. 


General Conclusion: The establishment of a Planned Economy re- 
quires that at least a part of big industry, big banking, big traffic 
enterprise be under public management. Regulation of capitalism, 
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even if devised on the widest possible scope, is only possible as 
a form of transition. 


IV. The problem of transition: 


What comes first: Planning or nationalization? Under the 
given circumstances, methods of planning and methods of pub- 
lic business administration must be developed together. 


The Structural problems of a planned economy, based on public 
management of industries. 


2 


Lt. 


General remarks, to justify an “utopian” description of a 
future economy. The unfortunate consequences of the fatalist 
interpretation of historical materialism. 


The nature of planned economy: 


a. Action on the basis of collective consciousness (contrary to 
an automatic process) and centralization are essential. 
But the latter is not possible in an extreme form. Neces- 
sity of compromise or compensation. 


b. General conception of a synthesis of the planning principle 
and competitive elements (elements of decentralization in 
a principally centralized planned economy). 


1. State ownership of important industrial, transportation, 
and banking enterprises. 

2. State plan for the operation of national industry. 

3. Managers of the various enterprises appointed by the 
State are responsible both to the central power and to 
the workers in the factory, but in case of conflict the 
responsibility to the State will prevail. 

4. System of profit-sharing as an element of decentraliza- 
tion. What profit-sharing means in a system of state- 
ownership. 

5. Use of money. Market relation between the particular 

enterprises. 


c. Special explanation of the nature of the plan: 


1. The technical plan (in terms of quantities of com- 
modities ) : ‘ 


a) Advantage of the technical viewpoint: to seek sup- 
ply for needs, not needs for supply. 
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b) Insufficiency of the technical viewpoint: Nobody 
can survey the economy as a whole. In the price 
system, a figure expressing the economic importance, 
ie., the price, is ascribed to each quantitative unit 
of each kind of good. ‘This automatically occurs — 
due to the working of the market mechanism. The 
goods move towards the locus of highest importance 
—an automatic consequence of competition. In a 
planned economy this process is not automatic. Fig- 
ures expressing the importance of each particular 
good are necessary to enable the planning authorities _ 
to give the right direction to production. . | 
c) The attempt of the Technocrats to replace the eco- | 
nomic unit by a technical unit. 


2. The economic plan (in terms of figures of economic im- 
portance—value figures) : 


a) How to get the figures of importance: | 


1) For consumption goods. Competition of the | 
last consumers. ' 


2) For production goods. Elements of the theory | 
of imputation and its application to this problem. 


3) The nature of the value expressed in the figures 
of importance in a planned economy. 


D. The Political structure of a planned economy. 


cf bree 


xe *  R RK 
Some Governmental Policies Involving Partial Planning 


I. The New Deal ; ; 


a. The Code System: Business self-government with some State. 
supervision. Very few of the self-government bodies (“code 
authorities”) have done anything which may rightly be called 
even partial planning. In so far as any concept of planning — 
existed it was of a merely restrictive nature. : 

b. The A(gricultural) A(djustment) A(dministration): <A 
scheme of central planning for one part of the national economy, 
but guided merely by a restrictive idea. A central authority 
had found by calculation that a certain restriction of the agri- 
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cultural output was desirable, and tried to induce the farmers 
to restrict their cultivated area by offering bounties. These 
bounties were usually paid out of the “processing tax” which 
in itself tended to restrict output. 


The Tennessee Valley Authority, self-sustaining homesteads: Real 

planning, confined to certain regions or parts of regions ; attempt 
to determine in advance the economic development of such sec- 
tions by governmental decision instead of leaving it to individual 
initiative and the mechanism of competition. 


Public Works: In most cases only such traces of planning as are 
included in all large business undertakings. If, however, 
the public works policy were to be extended and to become a 
more or less permanent part of governmental activities, an 
integration of the different projects would be necessary, form- 
ing a plan for a considerable part of the national economy. Even 
in such a case planning would be confined to substitute work, 
i.e. to those undertakings which are not sufficiently productive 
to yield a normal profit. 


Conservation of Natural Resources: This activity tends to 
develop a collective control of utilization of natural resources, 
planned in advance for a long period of time. The objective 
of planning is at first only one element of production (water 
power, oil, a special type of land, etc.). However, if such plan- 
ning is extended to its logical end, which may be forced by the 
circumstances, it would embrace such a large part of economic 
life that it would come close to national total planning. 


The monetary policy: An attempt to regulate business life 
through credit and currency expansion. “The government takes 
care of an adequate supply of credit, and since a sufficient num- 
ber of borrowers can not be found in private business, the 
government itself takes loans, providing unemployed with pur- 
chasing power through public works and relief. 


Il. Attempts to attain national self-sufficiency wholly or in part. 


Every attempt to cut off or greatly diminish foreign imports, 
or to restrict those imports to “necessary” commodities, pre- » 
supposes a concept, not only of the foreign economic relations 
of a country, but also of its domestic resources and their desir- 
able utilization. Such a concept, however, exists nowhere. 
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This fact is largely responsible for the ill-considered character 
of quotas and similar policies. 


This has become especially true in England. The British 
“Apricultural Marketing Act of 1933” provides for the: 
establishment of marketing schemes regulating production} 
and determining import quotas for any product of an agri- 
cultural industry. Each scheme is promulgated by the pro-: 
ducers of the specific product which is concerned. The: 
schemes need parliamentary approval. 


Simultaneously with the creation and administration of} 
the marketing schemes, an agricultural survey is being made: 
which aims at a complete description of the utilization off 
land. ‘The intention is to work out, on the basis of this; 
survey, a plan showing how every piece of land should be: 
utilized. This undertaking may become very important, , 
since the marketing schemes forbid many crops to be raised | 
in unlimited quantities and leave the question open how the: 
farmer may utilize his whole area. However, even supple-- 
mented by a land utilization plan, the system of marketing: 
schemes must always remain a very imperfect kind of regu-- 
lation, since the market for agricultural products depends: 
on conditions in industry, and therefore a merely agricul 
tural plan cannot even set right things in agriculture. 


b. The idea that the Bank for International Settlements could 


regulate international credit relations by plan has been proved. 
not realizable. 
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Miscellany . 


Members of the ESPA had a 
srominent place on the program 
4§ the Third World Power Con- 
ference, which was held in Wash- 
ngton from September 7 to Sep- 
rember 12. 

David Cushman Coyle acted as 

rapporteur for the session on Na- 
tional and Regional Planning and 
their relation to the conservation 
of natural resources. 
Dr. I. Lubin was rapporteur for 
the session on the Organization of 
the Production and Distribution 
of Coal and Coal Products. 

H. S. Person acted as rapporteur 
for the last session which dealt with 
National Power and Resources 
Policies. 

Morris L. Cooke, as Chairman 
of the Executive Committee of the 
American National Committee was 
one of the chief organizers and di- 
rectors of the conference. 


(ete ede 


George Soule and Stuart Chase 
presented papers on the problems 
of a natural resources policy. 
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Professor Wesley C. Mitchell, 
in an address at the Harvard Ter- 
centenary Conference of Arts and 
Sciences, advocated the setting up 
of a Social Planning Board. Pro- 
fessor Mitchell predicted that the 
United States was in for more, 
rather than for less, Governmental 


planning in the near future and 


that we should have a definitely 
constituted body of men to study 
social problems and to draw up 
plans for the solution of these 
problems. 

From Australia was heard a 
voice speaking in a similar vein. 
Professor Douglas B. Copland of 
the University of Melbourne and 
the originator of the so-called 
Premier’s Plan, which was con- 
ceived as a means of combating 
the depression, made a statement 
at the Harvard Tercentenary that 
there was an increasing need for 
state action if capitalism was to 
continue to yield its best fruits. It 
is a sign of the times that even the 
halls of Harvard should reverber- 


ate to such economic heresies. 
I~ WA = wd 


Lewis L. Lorwin is at present 
in the United States. He repre- 
sented the International Labour 
Office at Geneva at the Sixth Con- 
ference of the Institute: for Pacific 
Relations held at Yosemite Na- 
tional Park from August 15 to 
August 29. He also was a dele- 
gate from the International La- 
bour Office to the Third World 
Power Conference held in Wash- 
ington from September 7 to Sep- 
tember 12. 
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Jacob Crane is Planning Con- 
sultant for the National Resources 
Committee and for other Govern- 
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ment Agencies. Ray M. Hill is 
Chief Statistician for the Utah 
State Planning Board. 


[Nae ames 


Dr. Arthur E. Morgan, writing 
in the Survey Graphic for April, 
1936, on “The American Bent for 
Planning,” makes the following 
quotation, which we take pleasure 
in reproducing: ‘“The capacity to 
think in terms of experience larger 
than that which comes to any indi- 
vidual, to define distinct goals, to 
arrange highly efficient ways and 
means of attaining them—and to 
pursue these ends persistently yet 


with a flexibility that permits ad-_ 
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justments to changing conditior 
is the dominating characteristic : 
institutional planning.” 


USS IAN TAN 
The Board of ‘Trustees tal: 


pleasure in announcing the remov) 
of the National Economic an 
Social Planning Association i 
more spacious offices at 1721 Ey 
Street, N. W. 

aR attention of the member | | 
also called to the fact that as 
result of the reorganization of ti 
office, no issue of Plan Age w: 
published for September. Tt 
October issue is therefore, Numbe 
Seven, Volume Two. 


